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The Zero Percent Solution 


The re are smart arguments 
for raising rates. They just 
aren't smart right now 
By Mark Gilbert 


The saying of radical things is easy sport 
among central bank watchers. If they’re 
wrong, the wave of consensus erases most 
evidence they ever said anything at all. 
If, however, a wild，contrary call proves 
right, the rewards can be spectacular. 

Which Is not to say that the first crop of 
contrarians calling on the world's central 
banks，particularly the Federal Reserve, 
to initiate higher borrowing costs are 
fueled by anything other than conviction. 
Raghurani Rajan, a former chief economist 
at tlie International Monetary Fund who is 
a professor at the University of Chicago’s 
Booth School of Business, saw the credit 
crisis brewing in 2005 ； he now i>ays Fed 
Chairman Ben Bcrnanke should gradually 


increase his benchmark interest rate by as 
much as two percentage points. William 
White, who used to head the monetary 
and economics department at the Bank 
for International Settlements, is warning 
that "low rates are not a free lunch, but 
people are acting as though they arc *。 

Keeping rates too low for too long 
damages the recovery by "raising asset 
prices and incentivizing investment 
in riskier assets，" according to Rajan, 
which threatens to create yet more bub¬ 
bles that central banks are unwilling to 
tackle. Moreover，savers aren't simply 
punished by near-zero returns; their 
nest eggs shrink further when the infla¬ 
tion rate outpaces deposit rates. And if 


The crisis isfarfrom over. 
Risk has drifted from the 
i>anks to the governments 
tha 化 ackstopped them 


improving consumer confidence is a pre¬ 
requisite for a rebound in growth，then 
near-zero interest rates send the wrong 
message ： They destroy nascent hope 
in the economic outlook and make the 
future that much more uncertain for 
consumers and companies. 

Such arguments are gaining traction 
with a vocal minority of poheymakers. 
In the U.K., Bank of England Monetary 
Policy Committee Member Andrew Sen- 
tance, who spent much of his career as 
the chief economist for British Airways, 
has been alone in voting to raise rates at 
three consecutive meetings. And at the 
U.S. central bank, Kansas City Fed Presi¬ 
dent Thomas Hoenig has dissented at all 
five policy meetings this year in a failed 
attempt to persuade his colleagues to 
drop th 恤 pledge to keep rates low for an 
"extended period" He argues that banks 
are now being paid for inaction, ""earning 
a guaranteed return on free money 
from the Fed by lending it back to 
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the government through securities pur¬ 
chases/' Raising rates would encourage 
them to seek a return by taking on risk- 
and that would be stimulative. 

Or so the argument goes. The hyper¬ 
inflation that trashed Germany’s econ¬ 
omy in 1923, rather than the Great De¬ 
pression that afflicted the U.S. later that 
decade, has set the tone for central bank¬ 
ing in the modem age. The guardians of 
monetary stability are hardwired to favor 
higher rather than lower borrowing costs 
in anything other than emergency con 遗 - 
tions. Provided the credit crisis is 片 uly 
over，the natural response to the massive 
liquidity injections that have goosed the 
world economy is to crank up rates to 
keep inflation down. 

The allure of contrary thinking aside, 
that would be a terrible irdstaki?- The crisis 
is far from over. Risk has drifted from 
the banks to the governments that back- 
stopped the financial industry. The prob¬ 
lem is, there's no safety net underneath 
sovereigns. On Aug. 25 a Morgan Stanley 
research report warned investors that dt 
faults on government bonds aren’t out of 
the question. "Outright sovereign default 
in large advanced economies remains an 
extremely unlikely outcome," the report 
sai 止 However, '^Governments will impose 
a loss on some of their stakeholders." 

The bond market is screaming a 
warning that deflation ^ defined as a sus¬ 


tained period of falling prices, is a much 
bigger threat than price increases. Ten- 
year government debt y 把 Ids in the U.S. 
and Germany are in a race to see which 
can be first to drop through 2 percent; 
two-year Treasury yields are at a record 
low, below 0.5 percent, while Germa¬ 
ny's 30-year borrowing costs are also the 
lowest ever seen. Wherever you look in 
the ftxed-incoine market, infladcm has 
been vanquished. 

US. economic performance continues 
to disappoint. New-home sales collapsed 
by 12 percent in July to an annual pace of 
276,000, the lowest level .since the Com¬ 
merce Dept, began compiling figures in 
1964, and the median price of $204,000 
is the cheapest since late 2003. Orders 
for durable goods rose just 0.3 percent, 
compared with the 3 percent gain pre¬ 
dicted by economist，Against that back¬ 
drop, 恥 hard to see how anyone can get 
worried that higher rates are needed any¬ 
time soon to restrain inflation. 

Those who oppose watering down the 
various stimulus packages that are keep¬ 
ing the economy alive see warning signs 
everywhere. Europe is looking anxiously 
to the East, concerned that China will be 
too successful at reining in growth. OlH 
Rehn, the European Union's economic 
chief, says that slowing Asian economics 
would have a "serious negative impact" 
on his region. The U.S. ， meantime, frets 
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that Europe will slide back into recession, 
making the dreaded double-clip a reality. 
^'Cutting back willy-nilly on high-return 
investments just to make the picture of 
the deficit look better is really foolish；' 
Nobel prize-winning economist Joseph 
Stiglitz told Dublin-based RTE Radio in 
an interview broadcast on Aug. 24. And 
almost every supporter of doing more, 
not less, to resuscitate animal spirits is 
looking to the recent history of Japan as 
the chief reason why austerity should not 
be the new black. "What we’re doing is 
setting ourselves up fora longer-term Jap- 
anese-style malaise of weak growth for an 
extended period of time," Stiglitz says. 

Even Axel Weber, typically a hawk 
among hawks at his Bundesbank roost 
in Frankfurt, says the European Central 
Bank should do nothing to slow the pace 
□f liquidity keeping the economy afloat 
until at least the first quarter of nexl year. 
"The health of the financial system and 
the banking system" will dictate whether 
the recovery is sufficiently robust to with¬ 
stand the withdrawal of central bank sup¬ 
port, he said earlier this month. 

It’s the U.K. that Is setting the pace 
on heading for the exit. Prime Minister 
David Cameron has embraced austerity 
and spending cuts in an effort to safe¬ 
guard Britain's AAA credit rating and 
avoid the fate of Greece, whose surging 
deficit has made it a pariah in interna¬ 
tional capital markets. If Cameron can 
persuade Parliament to back his efforts to 
slash the UK. debt burden, and succeeds 
in shrinking govemment payrolls without 
sabotaging the recovery, U.S. lawmakers 
keen to scale back government interven- 
don might take heart. 

Paul McCulley at Pimeo, which runs 
the world's biggest bond fund, reckons it 
might take a stock-market slump to dis¬ 
suade LIS, po]hidafis from risking re¬ 
cession by embracing austerity. He's not 
forecasting collapse, though he thinks 
the risk is rising. 

"Surreally，Congress is presently 
wrapped around the austerity axle," Mc¬ 
Culley says. "I happen to think this is 
bad policy, very bad policy. That could 
change if the risk of a return to recession 
continues to rise, spooking the equity 
market. A few thousand points of Dow 
might be what is needed to get the at¬ 
tention of austcrian legislators wanting 
to get reelected^ O 
— With Sc 口 L 刖打 w 打， Matthew Brown, 
Simon Kennedy, and Vivien Lou Chm 
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Wha 化 a Pork Rib 
Really Cost in China? 


► Workers find life a lot pricier than official statistics suggest 

► "Prices have gone up too far*. My entire monthly pension of 定 147 is spent on food” 


Lydia Wang, a 28-year-old marketing 
manager in Shanghai, gripes that the 
shoes and clothing she normally buys 
are at least 目 0 percent pricier than in 
2009. Wu Sengyun, a 54-year-old re¬ 
tiree living in the coastal city of Ningbo, 
Zhejiang, says prices of fruit and fish 
are both up more than 20 percent. 
Willy Lin has cut back on serving free 
drumsticks in the canteen of his Jiangxi 
clothing factory as meat and vegetable 
prices climb. "The workers suffer," he 
says. "Everybody is crying," 

OffidaHy ， China's consumer price in¬ 
nation topped out at 3.3 percent in July 
from the year before—a 21-month high. 
The government says the spike is a one- 
« 斤 caused by crop damage in recent 
flooding. Other costs，they say，such as 
cars, mobilc-phonc bills，and clothing, 
are actually falling, and price increases 


should slow as the economy cools. At an 
All 昏 12 pre 化 conference, Panjiancheng, 
a deputy director in the statistics bureau, 
announced that the inllationary threat 
was ‘(overhyp 巳 d." 

Many consumers, investors, ana¬ 
lysts, and academics 出抽 阱比 , "There 
hds been a jump in prices that isn’t re¬ 
flected in the numbers" 技 lys Chinese 
Academy of Social Sciences economist 
Yu Yongding, who formerly served as an 
adviser to China’s central bank, Michael 
。加 k, a finance professor at Peking Uni¬ 
versity, wonders how a country that 


China may have an inflation 
problem it either hasn’t 
figured out howto measure 
or has chosen to ignore 


grew 1(X3 percent laiit quarter and is 
seeing upward pre 化 ure an wages could 
register inflation of only a few percentage 
points. Another sign of rising prices: Mul- 
diiatioimls in China expect to hike wages 
an average of 8.4 percent this year ， ac¬ 
cording to human resources consultant 
Hewitt Associates. Ordinary Chinese, 
meanwhile don’t sec the steep jumps in 
their housing ， education, and medical 
expenses reflected in the official stats. 
^Inflation could well be 6 percent now 
for most people in China," says Pettis. 

If the doubters are right, then the gov¬ 
ernment has a serious Inflation problem 
that it either hasn’t figured out howto 
measure or has chosen to ignore. Other 
vital Chinese statistics-such as retail 
sales and unemployment - have also 
been murky. In the case of inflation, 
mismeasuring could prevent the 
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6 % 


kind of swift action 
needed to tame 
rising prices now¬ 
and force the gov¬ 
ernment to apply 
much harsher mea¬ 


PossEbte rate 
of inflation 


sures later，such as 
a sharp increase in 
interest rates or a 


in China, rapid appreciation 

Government of the currency to 

estimate is 3.3. curb growth. The 

poJirical risks are 
high, too: Social unrest in China often 
increases when ordinary workers can't 
keep up with the cost of living. 

Unlike most countries，China re¬ 


fuses to release in detail how much 


weighting it gives different product cat¬ 
egories when calculating inflation, a 
situation that World Bank senior econ¬ 
omist Louis Kuijs calls an "oddity," An 
official with the statistics bureau says 
there has been no major change in the 
basket that makes up the price index 
since 2005. Plans cal] for adjusting the 
weighting next year to reflect housing 
costs more and food prices Jess, says 
the official, who dedined to give her 
name because of agency rules, 

Chinese consumers see firsthand how 
dramatically household expenses have 
changed in the last decade. Medical costs 
are the No. 1 concern for 84 perce 口 t of 
China's rural residents, according to a 
recent survey by the Economist Intelli¬ 
gence Unit. Officially, medical prices are 
only up 2.8 percent so far this year. That 
number does not include the cost of gifts 
to hospital doctors and administrators to 
ensure adequate care. Also at issue ： rising 
apartment and rental costs that eat up 
more of Chinese budgets. For 26-year-old 
Beijing resident Wang Yulu，the month¬ 
ly rent ofher 35-square-meter one-bed- 
rooni apartment has just increased more 
than 20 percent, to $ : 巧 8, '"[t's too ex¬ 
pensive/" says Wang, who works in the 
Beijing office of a Hong Kong advertising 
company. "I’m thinking of moving." 

Getting a handle on rising prices is a 
particular challenge in China. Hundreds 
of millions of rural Chinese keep moving 
to urban coastal areas, pushing up rents 
and food prices. The prices charged by 
millions of restaurants, coffee shops, and 
fitness centers go largely unrecorded as 
entrepreneurs evade taxes. A standard 
foot massage, popular in cities, has men 
from around $10 in 2008 to about twice 


that today, says 之 oe Wang, a 29-year-old 
strategy consultant fi"om Shanghai. **Un¬ 
fortunately, my salary didn’t double；' 
she 城 lys. Official figures record only a 
0,4 percent rise in recreation and edu¬ 
cation costs this yean (Another oddity: 
China does not separate these two cal:- 
egories in its figures)- 

Residents in far western China face 
higher prices, in part because of the 
long distances products must travel to 
reach them. A fast-growing population 
of pensioners feels price hikes much 
more acutely than others. Says 54-year- 
old Beijing retiree Wei Mingxiang, as 
she shops in Beijing's Rundeli vegetable 
market: "Prices have gone up too far 
My entire monthly pemion of $147 is 
spent on food-" One staple, cowpe 弘， re¬ 
cently doubled in price in two weeks to 
40t]rapound. 

By releasing wheat: ， rice, and corn 
from i 化 reserves, the government has 
avoided the 100 percent price surge that 
hit global grain markets in 2007 and 
2008. Beijing continues to cap prices on 
everything from phone bills to water, 
electricity, and fiiel, and when it wants to 
cool growth it orders banks to stop lend¬ 
ing. "The government has tended to use 
less mainstream instruments that econo¬ 
mists don’t like so much" says the World 
Bank's Kuijs. "And they tend to use in¬ 
terest rates less," One-year deposit rates 
at 2.25 percent have not been changed 
since November 2008, which means Chi¬ 
nese savers are actually losing money 
now that inflation has passed 3 percent. 
Officials fear higher rates could draw 
speculators into China. 

Some analysts think Beijing is doing a 
decent job of calculating prices. Arthur 
Kroeber，the Beijing-based managing di- 


Quoted 


"As tire fioodwaters recede in Pakistan ， 
recovery will start. But the economy 
wsts already weak, growing at less than 
2 percent This Is going to set it back 
at least 1 percent, and they're 
going to depend on outsiders 
for economic assistance and 
maybe food assistance for 
the next year or so." 

—— Stephen Cohen, South 
Asia specialist at the 
Brookings Institution 




rector of economic consultancy Drago- 
nomics，estimates that actual inflation 
may exceed the official figure by not 
much more than one percentage point. 
Kroeber does say that a tightening labor 
market and rising wages will push China 
into higher inflation in the coming years. 

Others wonder whether the historic 
aversion of China’s rulers to the politi¬ 
cal risks of inflation creates pressures 
to keep official figures low. Similar pres¬ 
sures help explain how official unem¬ 
ployment targets of just over 4 per¬ 
cent were met in 2008 and 2009, when 
China’s factories laid off tens of millions 
of workers, say economists. "The gov¬ 
ernment has made it quite dear" what 
its inflation target is for 2010, blogged 
Tsinghua University management pro¬ 
fessor Patrick Chovance on Aug. 12. "A 
whole parade of official sources have 
issued statements over the past few 
weeks predicting-with the unruffled, 
enigmatic certainty one normally asso¬ 
ciates with a blackjack dealer dealing a 
fixed deck-that inflation will come in 
right at 3 percent this year." 

一 Dexter Roberts^ with Miao Han, 

Li Yariping, Painy Peng, Vincent Ni, 
and Helen Sun 

押 e bottom Hog Official Inflation numbers in China 
sre fsiting to retted sharp jumps in housing, medical 
care, and other costs. 















Narcotics 

In Mexico, a Call to 
Legalize Drugs 

►Violence and police costs sap the 
economy; marijuana output jumps 

► "If more U 反 states legalize, Mexico 
will take that step" 

A record number of homicides is forc¬ 
ing Mexican President Felipe Calderon 
to discuss a new strategy in his country's 
war on drugs ： legalization. Calderon said 
for the first time earlier in August that he 
was willing to rethink measures to fight 
trafficking after the death toll in the war 
he started against the cartels in Decem¬ 
ber 2006 reached 28,000. In the latest 
atrocity, 72 bodies were found on Aug. 25 
at a remote ranch near the U.S, border 
Calderon's remarks have prompted 
a sharp debate inside policymaking cir¬ 
cles in both Mexico and the US. Former 
Mexico President Vicente Fox and other 
Mexican politicians say that legalization 
would cut funding to gangs and boost 
government revenue, while Director of 
the White House Office of Nati 加 al Drug 
Control Policy R. Gil Kerlikowske argues 
that legalization wouldn’t solve anything. 


、 * _ -一 jAdI 

The chances of legalization right 
now are slim. What's important is that 
a once-unthinkable topic is being dis¬ 
cussed. a major shift in the public 
discourse，，’ said David Shirk, a professor 
of Mexican politics at the University of 
San Diego. "The government recognizes 
the current strategy is unpopular and 
there may be other options .。 

Calderon’s willingness to consider 
legalization, even while saying he dis¬ 
agrees with the approach, shows the 
deep fatigue Mexicans are feeling over 
the struggle to eradicate the gangs. The 
increase in the pace of killings has drawn 
comparisons with Colombia in the early 
1990s, when cocaine kingpin Pablo Esco¬ 
bar waged a war of terror on the state. 

Local business is frustrated. On 
Aug. 18 business associations in the 
state of Nuevo Leon, which is home to 
the city of Monterrey, Mexico's com¬ 
mercial capital, took out an ad in the 
newspaper Reforma demanding that au- 
Ehorities act faster to stop the violence 
and urging that more troops be sent to 
the state. The business community was 
reacting to kidnapping and murder of 
Edelniiro Cavazos, a mayor of a town 
near Mon 比 rrey. Violence is the big¬ 
gest threat to the Mexican economy, 
say 57 percent of Mexican executives 
surveyed in July by Deloitte Touche 
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Tohmatsu. Earlier this year billionaire 
Ricardo Salinas Pliego, who controls 
broadcaster TV Azteca and retailer 
Grupo Elektra, urged the legalization of 
drugs in the U.S. and Mexico. 

The government estimate that nar¬ 
cotics trafficking saps one full percent¬ 
age point from gross domestic product 
annually. Fox wrote on Aug. S on his 
website that "radical prohibition strate¬ 
gies have never worked" and that legal¬ 
izing the production and sale of drugs 
would curb violence，thereby bringing 
in more tourists and attracting invest¬ 
ment. [n August Jesus Ortega, head of 
the Party of the Democratic Revolution, 
the No. 2 opposition party, and Fox's 
former Foreign Minister, Jorge Casta¬ 
neda, voiced support for legalization as 
well. Several proposals to legalize drugs 
have been submitted to Mexico’s con¬ 
gress, although none is up for debate. 
Calderon, while willing to consider the 
merits of legalizadan, has said h would 
be "absurd" for Mexico to act alone. 

What happens in the U.S. could 
affect the direction the debate takes 
in Mexico. Marijuana is the primary 
source of drug revenue for the cartels 
because of the ease of cultivation and 
high American demand, according to 
the U.S. Drug Enforcement Administra¬ 
tion. The U-S. State Dept, estimates that 
Mexico's marijuana output rose 39 per¬ 
cent between 2006 and 2008. 

Fourteen US, states have approved 
laws albwing pot for medical use. In No- 
vembcT, California, the nation's largest 
state by population, will vote on a refer¬ 
endum that would make it legal to pos¬ 
sess an ounce or less of marijuana and 
allow local governments to regulate and 
tax sales. "If more U.S. states legalize, 
Mexico will take that step." says Gabri¬ 
el Casillas, chief economist atJPMorgan 
Chase in Mexico City. 

Kerlikowske, who oversees U.S. drug 
control policy, says that even if drugs 
were legalized, Mexico's gangs would 
still wreak havoc through such activi¬ 
ties as kidnapping ， extortion, and theft. 
"The people involved in 杠 affleking are 
engaged in horrific acts of violence," he 
says, "They’re not going to suddenly turn 
around and apply [forjobsl at IBM or 
Microsoft becaiLse they lost one part of 
their criminal enterprise." 

Mexico, which spends about $8.2 bil¬ 
lion annually on law enforcement, 
would save between 5 percent and 
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15 percent of GDP if narcotics were legal 
in all countries, says L 山 s Rayo, a finance 
professor at the University of Utah who 
studies the drug trade. Those savings fall 
to as low as 1 percent if drugs were legal¬ 
ized only in Mexico, he says. "The ulti¬ 
mate solution is for all countries to simul¬ 
taneously legalize and regulate the drug 
trade. Mexico cannot succeed with uni¬ 
lateral measures" —Jens Erik Gould 

The bottom tine Mexico is publicly debating the idea 
offGgaliiing druguse 化 weaken the c 月巧白/瓦 'f wo 山 d 
b&an Gffective step only if ths US. did the same. 


U.S. Economy 

How Housing Could 
Derail the Economy 


► Rising foreclosures and falling 
sales discourage potential buyers 

► "There is an epidemic of thrift 
Households ."are supercaulious" 

Housing led the U.S. out of seven of the 
last eight recessions. This time it may 
灿 】 the recovery. 

On Aug- 24 the Chicago-based Na¬ 
tional Association of Realtors reported 
that July sales of existing homes plum¬ 
meted 27,2 percent from June, the big¬ 
gest monthly drop since recordkeep¬ 
ing began in 1999. Sales of new homes 
dropped to the lowest level on record. 

The July numbers are another sign 
that home sales have collapsed follow¬ 
ing the expiration in April of a federal 
tax credit for buyers. The manufactur- 
ing-]ed expansion could theoretically 
take up the slack-except manufacturing 
is on the wane, too, with jobless claims 
rising and factory orders actually drop¬ 
ping once aircraft orders are excluded. 
"If foreclosures continue to mount and 
depress home prices, that could send 
the economy back into a recession，。says 
C：elia Chen, an economist who tracks the 
industry for West Chester {Pa.)-based 
Moody's Analytics. 

Housing's impact on the economy 
goes far beyond homebuil 出 ng. Spen 边 ng 
on home construction and items such as 
ftimiture and white goods accounted for 
about 15 percent of gross domestic prod¬ 
uct in the second quarter, according to 
Moody’s Analytics. When values soared 
in the mid-2000s, people used the boost 



Currencies 

Return of the Super Yen 


Why the spike in the yen，given Japan’s weak economy? 
Japanese companies remain global players, and they swap 
earnings from abroad back into yen* The Japanese are also 
normally big buyers of foreign securities. Now, says Standard 
Chartered, they’re taking their money home as the world's 
economic outlook darkens ‘ 
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in equity to pay for cars and vacations. 

In the recessions before the latest down- 
turn, housing sales started to improve 
eight months before recovery, generating 
the jobs and the feel-good factor needed 
to get the economy going again. The op¬ 
posite is happening now, sies of new 
houses fell in five of the eight months 
before the economy started to grow 
again in 2009. 

Today 14.6 million Americans are out 
of work, and homeowners are strug¬ 
gling to hold on to their properties. One 
in seven mortgages was delinquent or in 
foreclosure during the first quarter, the 
highest on record dating to 1979, accord¬ 
ing to the Washington-based Mortgage 
Bankers Assn. Foreclosures probably will 
topi million this year, says RealtyTmc, 
an Irvine {Calif.)-based data company. 


Federal efforts to help have had little 
success. Of 1.31 million loan modifica¬ 
tions started under the Obama Admin¬ 
istration, 48 percent were canceled by 
the end ofjuly, the Treasury Dept, said 
on Aug, 20. More than half of the house¬ 
holds that had worked out modifications 
with their banks defaulted again within 
12 months, the Office of the Comptroller 
of the Currency said on June 23* 

Shadow inventory, or the number 
of homes repossessed or in default 
that eventually will be offered for sale, 
stood at 7.3 million in the first quar¬ 
ter, says Laurie Goodman, an ana - 
lyst in New York at mortgage-bond 
broker Amherst Securities Group. As 
these properties hit the market, prices 
will come under even more pressure 
and buyers will wait for better deals. 












August 30 — September 5,2010 
閒 oombe 巧 Businessweek 


"The only thing that’s going to fix the 
housing markets right now is a work- 
through of what excess supply is on 
the markets and an improvement in 
unemployment," says Guy LeBas, chief 
fixed-income strategist atjanney Mont¬ 
gomery Scott in Philadelpliia. "That is a 
very, very long-term process/" 

The few who are house hunting are 
枯 king their time. Marion and Jim LaiJS- 
well 占 ay they spend most weekends look¬ 
ing at homes for sale near Raleigh, N.C, 
His engineering job at iRobot is secure ， 
the couple's credit is good，and they have 
saved enough fora 20 percent down 
payment, Marion Lasswell says. " We，re 
still watching prices drop," Lasswell, a 
38-year-old registered nurse, says. She 
adds that they won’t buy "until there’s 
an awesome deal." Home prices 山 mbled 
33 percent from their July 2006 peak to 
the low in April 2009, according to the 
S&P/Case-Shiller 20-dty index. They may 
drop an additional 20 percent by 2012 if 
the economy slips back into a recession, 
according to Moody's Chen. 

Federal Reserve policymakers on 
Aug. 10 made their first attempt to shore 
up the recovery by pledging to keep 
thdr holdings of securities and prevent 
money from draining out of the bank¬ 
ing system. The Fed has held the target 
for its benchmark lending rate near zero 
since December 2008 and purchased 
mare than $1 tri 化加 worth of debt to 
keep rates law and bokter housing. The 
average rate fora 30-year fixed mort¬ 
gage dropped to 4.44 percent in the 
second week of August，the lowest re¬ 
corded by McLean (Va.) based Freddie 
Mac, the second-largest mortgage buyer. 

You'd think home buyers would be 
snapping up those cheap mortgages. In¬ 
stead, a July survey by the Conference 
Board found 1.9 percent of the respon¬ 
dents planned to buy a home in the next 
six months, near December’s 27-year 
low afl J percent. 'There is an epidemic 
cf thrift," says Nariman Behravesh, chief 
eoHiomist at JHS in Lexington, Mass. 
"Households and businesses are super - 
cautious right now." 

Meanwhile the Lassweils keep look¬ 
ing. don't see things getting better，" 
Marion Lasswell says. "I expect prices to 
be Hat for a long time/’ 

— Byjohn Gittelsohn 口 ndEofo Willis 


The bottom 帖 e The housing market usually teads 
the U.S. out of recession. Now housing's woes may 
force thG economy back into a downturn. 



Investment 

A Lot Less Digging 
At Europe’s Big Digs 

Hopes for big-ticket building 
projects fade as austerity pinches 

► "We thought we had reached the 
trough, but now we’re afraid" 

The delayed revamp of a Berlin palace 
and a wobbly bridge project in Sicily 
signal that Europe's building industry 
will bear the brunt of state spending 
cuts* The Stoxx Europe 600 Construc¬ 
tion & Materials index，whose laggards 
include Ferrovial of Spain and France’s 
Lafarge ， has lost 17.3 percent this year. 
The wider Stoxx 600 index of European 
equities is down just 17 percent. 

The threat of state budget cuts in 

Europe led cement 
maker Lafarge on 
JFT flO/ July 30 to cut its 
1 / ^J/O best-case scenario 

I •■d for market growth, 

to 3 percent this 
year from 目 percent. 
"We，re expecting 
construction stocks 
to remain very 
much under pres¬ 
sure" says Franck 
Nicolas, head of 


Decline in a 
key index of 
European 
construction 
comparties 


global asset allocation at Paris-based 
Natixis Asset Management, which over¬ 
sees $400 billion of investments. 

Italy may delay building a $Z9 bil¬ 
lion bridge linking Sicily to the mainland, 
and Spain on July 22 announced a freeze 
or delay on almost 200 projects worth 
more than $1.2 million each. France 
may reduce or eliminate its tax break on 
mortgages, which will hit new-housing 
ccnsmicdon. "We，ve felt the crisis and 
thought we had reached the trough, but 
now we’re afraid of austerity/，saysjeaii 
Rossi, the head of construction at Vinci, 
a top French engineering group. Britain 
has announced the biggest public spend¬ 
ing cuts since World War 11. Rockwool 
IntemaEonal of Denmark, the world's 
No. 2 insulation maker, sees Britain’s 
building slump lasting two more years. 

For Berliners, budgetary cuts mean 
a longer wait for work to start on the 
Stadtschloss palace, once the winter 
residence of the Hohenzollern kings of 
Prussia. "The delay—h maybe shelved 
altogether—is really short-sighted；' says 
Peter Traichel, chairman of Berlin's 
Chamber of Construction. "The schloss 
would become a Berlin landmark and 
would cost maybe no more than building 
12 kilometers of Autobahn. [ know what 
]'d prefer.^ 

—口 ctjk deBeaupuy 

The bottom fine infrastructure spending, a traditional 
way to boost economies，fs fat/tng unefer the ax fn a 
suddenfy frugal Europe. 
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Demographics 

Bureaucrats Play 
Matchmaker in Japan 



kTo redress its baby shortage, a 
prefecture starts a dating website 

► "It's difficult to breathe life back 
into an economy without children'' 

Japan’s Fukui prefecture has the nation's 
biggest share of dual-income households, 
the highest ratio of working women, and 
the lowest unempJoyinent rate. What it 
doesn’t have is enough babies. 

So this month the provincial govern¬ 
ment will launch an online dating site 
for singles. Called the Fukui Marriage- 
Hunting Cafe, the website makes no at¬ 
tempt to disguise its purpose. And, as if 
wedded bliss were notits own reward, 
authorities will offer cash or gifts to 
couples who tic the knot. "Our goal is to 
first help people meet each other and 
then support them as they get married 
and raise children," says Akemi (wak- 
abe, deputy director of Fukui's Children 
及 Families division* 

At 1.3 斗 children per woman, Japan's 
fertility rate is one of the lowest in the 
world, well below the 2A that is con¬ 
sidered the minimum for a developed 
nation to maintain a constant popula¬ 
tion. That means the pool of workers 
and consumers is shrinking, while the 
ranks of pensioners are swelling. About 
23 percent of the 
population is over 
65, the highest 
ratio among the 62 
countries tracked 
by Bloomberg. "1 化 
difficult to breathe 
life back into an 
economy without 
children, without 
young people," 
says Naoki lizuka, 
an economist at 


犯% 


Japanese 
women ages 
30 to 34 who 
were unmarrfed 
in 2005 


Mizuho Securities in Tokyo. "When an 
area like this keeps aging，the public fi¬ 
nances of that government won’t last/' 

The baby deficit is a by-product of 
more Japanese women postponing or 
forgoing marriage. Census data show 
that 32 percent of women between 30 
and 3 斗 were unwed in 200 自 ， more than 
twice the number from 15 years earlier. 
"Ido not think 111 get married until I’m 
at least 30," says Azusa Takahashi, a 
25-year-old employee at a Tokyo pub¬ 
lishing company. "With the econo¬ 
my where it is, I can't solely rely on a 
man's income." 

The Democratic Party of Japan came 
to power last year promising to light¬ 
en the burden of child rearing. Start¬ 
ing this year, families began receiv¬ 
ing monthiy allowances of 13,000 yen 
($150) per child, and fees for public 
high school, which ran at around $115 a 
month, were scrapped. Prime Minister 
Naoto Kan also has done his part to en¬ 
courage procreation ： In his previous job 
as Finance Minister, he encouraged his 
sta 厅 lo leave work at 6 p.in. for dates. 

Japan isn’t the only country experi¬ 
menting with government-sponsored 
matchmaking. Singapore's Social De¬ 
velopment Network runs a website 
called LoveByte that dispenses dating 
advice and allows people to search for 
other registered singles. Fukui’s ser¬ 
vice will compete with a host of pri¬ 
vate online dating services such as 
Tokyo-based 0-Net, which has 38,000 
members and organizes events such as 
wine - tasting tours and 杠 shion semi¬ 
nars for women. Organized dating ac¬ 
tivities called konkatsu^ or marriage¬ 
hunting, are becoming popular* They 
include 8 a.m. singles break 枯 sts ， 
Sunday morning book clubs, and - for 
the civic minded-trash pickup by Shin- 
juku station in Tokyo. 

Some skeptics note that the cen¬ 
tral governmenfs previous attempts 
to nudge up the birthrate have not met 
with success. Shigeki Ma 怯 uda, a soci¬ 
ologist at Dai-Ichi Life Research Insti¬ 
tute, a Tokyo think tank, says eroding 
job security is the main reason couples 
arc not making babies, " 了 hey don't have 
financial stability," he says. 'That's a 
problem that can’t be resolved by dating 
support." O — AkiMOj with Monami Yiii 

TftG bottom fins To reverse a falling birtttr 汹 e, J 白 pan’s 
central and provincial governments are looking for 
ways to get siog 倍 s to cCck ‘ 


Tom Keene’s 
EconoChat 

Tom talks with Jan Hatzius, 

chief US. economist at 
Goldman Sachs, about the 
weakening economy. 


Jan，has the government run out of 
tools to promote growth? 

Additional fiscal stimulus has become 
much less likely from a political per¬ 
spective. And once you’ve hit zero 
bond rates, it becomes 出巧 ctUt 帕 pro¬ 
vide more stimulus on the monetary 
side as well. That said, we do think 
that the Fed will eventually move to 
additional stimulus via more purchas¬ 
es of Treasuries in the iriarkets, 

You’ve thrown some numbers out 
about the size of such purchases. 
Are we really talking about 
another trillion or so added to the 
Fed’s balaftce sheet? 

There's no point in doing anything 
less than that. The number last time 
was $1.75 trillion if you add up all 
the announcement in late 2008 and 
early 2009, 

We"ve had yields on 10-year 
Treasuries recently fatt to new 
tows of 2.5 percent or so. Is this 
the bottom? 

The pressure is probably still there 
for bond yields to come down some¬ 
what further, but I think most of the 
economic slowdown is discounted 
at these levels. [ think the yields are 
quite sensible, I don’t think there，s a 
bond bubble. This is a reflection of 
what we’re seeing in the economy. 

Where are home values going? 
Longer term, weil get back to 
increases. Over the next one to two 
years, we’ll see renewed declines. 

We still have a lot of excess supply 
out there. 


B 


Keene hosts Bloomberg 
Surveillance 7-10 a jm, U30AM 
hi New York, XM129, Sirim 份 0- 
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Executive Edge: 
D&O insurance that 
will be there for you* 

The risks faced by directors and officers 
have changed significantly in recent years ， 
That's why weVe created Executive Edge—an 
innovative new D&O insurance solution designed 
to address these evolving risks and safeguard 
your personal assets. So you can stay focused on 
doing your job. See why today’s business world demands 
Executive Edge at wwwxhartisinsufancexom/edge 

c 

CHARTIS 

Your world, insured 


All products are written by insurance company subsidiaries or affiliates of CharU 占 Inc. Coverage may 
not be available in ^ll juri 占 dictions and is subje 亡 ttoa 亡 tual policy language. For additional information, 
please visit our website at www. 亡 hartisinsuun 亡 e.com. 









SAS^ Business Analytics Software 

Data Management 1 Analytics I Reporting I Targeted Business and Industry Solutions 



What if you could see up to a 400% ROI by 
using business analytics to achieve your goals? 



You can. SAS gives you The Power to Know.® 

SAS Business Analytics software helps organizations across every industry 
discover innovative ways to increase profits, reduce risk, predict trends 
and turn information assets into true competitive advantage. 


www.5as.conn/R0l 

for a free special report 
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$ 3,484 

Sutter Hospital* 
MRI Brain Scan 





P 


如加 

Seton Medical Center 
MR! Brain Scan 



Sutter Health’s Pricing 
Gives Insurers a Headache 



► insurers say the Northern California hospital chain uses market power to raise prices 

► "They are able to dictate terms... Take it or leave it/* 


Aft 灯 Dr, Mark Logsdon tore a liga¬ 
ment in his knee skiing at Lake Tahoe in 
March, he returned home to Sacramento 
and had an MRl scan at Sutter Davis Hos¬ 
pital, Sutter's price for the knee scan was 
$1,271， payable by Logsdon and his insur¬ 
er The same MRl at a local office owned 
by Radiological Associates of Sacramento 
would have cost $696, or 45 percent less. 

Logsdon didn't know something his 
insurer does: Sutter Health, the non¬ 
profit that owns Sutter Davis, charges 
40 percent to 70 percent more than its 
rivals fora typical procedure, and it re¬ 
quires insurers to keep its rates secret. 
Sutter, with 2009 revenues of $8.8 bil¬ 
lion, can charge these prices because 
it has acquired more than a third of 
the medical-care market in the region 
from San Francisco to Sacramento. The 
company has taken over more than 20 


hospitals in the past 30 years, accord¬ 
ing to executives at Aetna，Health Net, 
and B!ue Shield of California who 
asked not to be named because their 
agreements with Sutter ban such dis¬ 
closures. The executives say operat¬ 
ing so many of an area’s most popular 
hospitals, doctor groups，and testing 
facilities gives Sutter the ability to stare 
down insurers and employers. 

The pricing power of local hospital 
systems has received little attention in 
the national health-care debate, says 
Stanford University economist Alain 
Enthoven, In 2009, as consumer prices 
fell for the first time in 扫 4 years，the LLS. 
health bill rose 5.7 percent, to $2.47 tril¬ 
lion, a record 17.3 percent of the econ¬ 
omy. "Trovider consolidation is driving 
up hcaJth-carc costs," Enthoven says. 

Sut 比 r Chief Executive Officer Pat¬ 


rick Fry says his company conducts 
itself properly in a competitive envi 
ronment- "I don't see Sutter Health 
as having market power，given the 
choices that employers can make," he 
says, "The market has a lot of room to 
make a lot of decisions" 

Federal investigators in five states- 
Connecticut, Massachusetts, Ohio, 
Pennsylvania，and New Hampshire-are 
probing proposed hospital takeovers 
and consolidating medical practices for 
evidence of antitrust violations. "The 
enforcement pendulum has now swung 
back to where it should be," says Mat - 
thew J- Reilly, assistant director of the 
Federal Trade Commission’s competi¬ 
tion bureau. 

Sutter spokesman William Gleeson 
says Sutter knows of no andtrust 
investigation of the company. 


-SUTTERS CALIFORNIA PACIFIC MEDICAL CENTER; PRICES ARE AETNA MIDPOINTS OF A RANGE 
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Sutter's Premium Pricing 

Although many paiients don't n^alixe it, the 
com party's prices are higher for many procedures 




Family doctor visit 

Sutter's Palo Alto 
Medical Found a lion 

$349 

Stanford 
Medical Croup 
$222 

: 今： 

Delivering a baby 

Slitter's Palo Alto 
Medical Found a Lion 
$5,890 

Solo practitioner Sarah 
Azad m Mountain View 

$2,052 


Colonoscopy 




MRI knee scan 


月 uuer Davis 

Hospital 

$1,271 


R 且 diologkaJ Associates 

of Sacnnoento 
$ 脚 6 


Sutter’s CaJifonua 
Pacilk Medical Center 

$3,200 

St. Francis 
McmarialHospjUj 

$2,800 




tmmunization 

Sutter's PaJo Alto 
Medical Foundation 
$85 

Stanford 
Medical Group 
$16 


Ear wax removal 

5 ? 川山 r、Palo AlLo 
Medical Foundation 
$175 

Sian lord 
Medical Group 

$104 


DATA- AETNA , 巨 LOO ME ERG，PRICES ARE MIDPOINTS OF A RANGE 


While it may have higher “unit" prices 
than its competitors, it is not the most 
costJy for patients over the long mn be¬ 
cause its integration of hospitals and 
doctor groups allows it to provide more 
efficient care，says CEO Fry. 

The U.S. has 5,800 hospitals, 出 vided 
about evenly between nonprofits and 
for-profits. Nearly 3,000 changed owners 
from 1994 through 2009, says research 
firm Irving Levin A*ssociates. Most were 
rolled into regional chains like Sutter. 

The new health-rel'ami law aims to 
achieve $500 billion in savings over the 
next decade to help pay for extending 
coverage to 32 million uninsured Ameri¬ 
cans* Yet it doesn't address the problem 
of market concentration-and may make 
It worse, says Dr. Robert Berenson, a 
physician and analyst at the Urban Insti¬ 
tute. The clout of hospital and physician 
groups in California is a "cautionary talc 
for national health reform " he adds. 


because incentives in the reform law to 
improve treatment by promoting doc¬ 
tor-hospital alliances could strengthen 
providers' bargaining leverage. 

Higher prices for medical servic¬ 
es stemming from hospital mergers 
that took place from 1997 to 2006 add 
$12 billion to annual health cos 化， ac¬ 
cording to a study last year by Cory 
Capps, a former jiLstice Dept, econo¬ 
mist. Capps, now a private consultant, 
says that because of the ability of pow¬ 
erful hospitals to encourage the use of 
additional medical procedures and the 
merging of doctors' groups, he might 
have underestimated the impact by 
$6 billion to $10 billion annually, 

Basic economic theory suggests that 
competition should narrow big price 
gaps for the same service. In the U,S .， 
which spends more an h 巳 a ! 化 care 
than any other nation, Sutter and other 
large local providers show why the 
theory fails in a system where insurers 
or third parties foot most of the bilk. 

As it grew, Sutter pursued a stra 比 gy to 
raise prices and make itself "indispens¬ 
able'' to insurance plans, internal com¬ 
pany documents produced in a 1999 
California state antitrust suit show. 
Sutter has 24 hospitals, 17 outpatient 
surgery clinics, and a 3,500-doctor net¬ 
work, making it the largest provider 
in an ll-county region that is home to 
10 million people. 

Sutter boasts 35 percent of the rev¬ 
enue and 36 percent of beds in the 
region, according to a 自化比 database. 
The tallies of200S data exclude Kaiser 
Permanente, whose hospitals are only 
available to plan members. "They are 
able to dictate terms," says Jeff Emer¬ 
son, head of managed care for Aetna, 
the nation’s third-largest health insur¬ 
er. "Su 托 er says to all of its payers，to 
the best of our knowledge, These are 
the terms by which you will deal with 
Surten Take it or leave it；"" 

Some business groups agree, "[n- 
s 比 ad of leveraging ih system to be more 
cost effective, we've seen Sutter lever¬ 
aging its system for monopoly pricing," 
Peter V. Lee told Bloomberg in May ， 
while he worked at Pacific: Business 
Group on Health, a coalition that in¬ 
cludes Chevron, Walt Disney, General 
Electric, and Wells Fargo. Lee m June 
became director of health-care delivery 
system reform for the federal Health & 
Human Services Dept. 


Sutter charges more than many 
rivals fora wide range of services, from 
colonoscopies to births (table), accord 
ing to prices posted on an Aetna website 
in May, before they were removed. After 
the removal, the site responded to in¬ 
quiries about Sutter prices with the iiies- 
sage: ''Facility does not permit Aetna to 
disclose tees/" Sutter spokesman Gleesoii 
says the company doesn’t allow its prices 
to be disdosed because the data are 
often misleading and don't reflect the 
variables of each patient's case. 

Cost never occurred to Logsdon, the 
Sacramento doctor who wrecked his 
knee skiing* He says he was "shocked" 
to discover later that the MRI cost nearly 
twice as much at Sutter Davis as it would 
have at Radiolo^cal Associates，where 
he is chairman of the oncology divi¬ 
sion. He say 占 he went to Sutter Davis for 
convenience. "J guess I'm a textbook 
case of why policymakers say they need 
to make patients feel the cost of these 
things." — Peter Wakiman 


The bottom tine The big hospital chain confra/s a 
third of headh-G^re resources in parts of Northern 
Calffornia. Insurers worry that lets it control prices. 


Corporate Governance 

When Is An Executive 
Too Good To Let Go? 



► Despite his exit, Ari Bousbib will 
stay on United Technologies' payroll 

► "化 allows for some continuity. ■" 
He’s a critical guy" 

For the past few years, Ari Boasbib has 
been the 打 ) an who might leave at any 
minute. Passed over for the top job at 
United Technologies in 2008, 区饥化 - 
bib, 48, WdS viewed as a sawy dcalmak- 
er, operations whiz, and chief executive 
officer materia! elsewhere. Says analyst 
Nicole Parent of Vertical Research Part- 
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ners ： "It was a matter of when, not if, he 
would leave," 

That moment came on Aug. 16, with 
the annountement that Bousbib would 
become CEO of health-care data provider 
IMS Health on Sept. 1. What's surprising 
is how the president of UTC’s commer¬ 
cial businesses, including Otis Elevator 
and Carrier, is leaving. UTC stated in its 
press release that Bousbib will remain a 
consultant through September 201L He 
will get a fixed retainer af $325,000, plus 
expenses, to provide advice and assis¬ 
tance concerning "recently formed joint 
ventures and business combinations, 
business development opportunities and 
customer relationships/" according to a 
company SEC filing. UTC and Bousbib 
declined to comment. 

Pay and governance consultants 
call the arrangement unusual. "I don’t 
think I’ve ever come across a situation 
where someone is going to be a CEO and 
is kept on as a consultants'^ says Paul 
Hodgson of the Corporate Library, an 
independent research group. Paul Dorf, 
managing director of pay consultancy 
Compensation Resources, doesn’t see 
the point: "If they haven't developed 
enough of a management structure for 
him to leave, that’s a problem." 

Typically, says Dorf ， post-employ¬ 
ment consulting contracts are used to 
augment compensation for a retiring 
executive, case out a leader whose com¬ 
pany is acquired, or maintain links to 
someone with unique knowledge or re¬ 
lationships the company needs. 

Although unusual for executives 
moving to a new job, such contracts 
are not unprecedented* In 2008 tde- 
com equipment maker JDS Uniphase 
gave departing CEO Kevin Kennedy a 
one-year ''transitional consulting agree¬ 
ment" worth $800,000 as he moved 
to become CEO of telecommunications 
cainpany Avaya, (Avaya spokeswom¬ 
an Deborah Kline says Kennedy wasn't 
available to discuss the contract.) Like 
IMS, Avaya is privately held，which 
makes it easier to strike such a deal. 

Still, many other public-company 
stars have headed into private equity 
without one, David Calhoun, the former 
vice-chairman of General Electric, 
wasn’t paid another dime after he left to 
lead Neilsen in 2006. He also !eft tens of 
iiiillions of dolJars in unvested stock op¬ 
tions and retirement benefits. 

So why the consulting arrangement? 


Money might be one factor, compen¬ 
sation experts say. The contract could 
allow more time for Boujibib's UTC stock 
options to vest or for performance tar¬ 
gets to be reached. Certainly, the retain¬ 
er fee alone isn’t likely to mean much to 
a man who received $8.8 million in total 
compensation last year and has options 
valued at almost $39 million. Stern Agee 
analyst Nick Heymann says the setup is 
probably designed to comfort UTC in¬ 
vestors and employees. "U allows for 
some continuity and accountability/" 
says Heymann. "He’s a critical guy/" 

During Bousbib's 14 years at UTC ， 
the Paris-born engineer turned 曰 ds 
Elevator into the company’s "crown 
jewel，" boosted margins at Carrier, and 
orchestrated smart acquisitions such 
as GE Security, says Vertical Research 
analyst Parent. 

Still, few expect Bousbib to spend 
much time doling out advice. For one 
thing, he’ll have his hands full with 
IMS, which was purchased in Febru¬ 
ary by TPG Capital, the Canada Pen¬ 
sion Plan Investment Board, and Leon¬ 
ard Green & Partners. Analysts expect 
Bousbib ultimately to take the compa¬ 
ny public, so UTC may have to compete 
for his attention. 一 Diarw Emcly 

The bottom line Bousbib's contract raises quostfons 
about how he can c 口 nsu" for UTC and run another 
company at the same time. 


As Crop Demand Grew, 
Potash Became a Target 

► strong demand for its vital fertilizer 
has drawn a 定 40 billion hostile bid 

► "You feel trapped... because there's 
nothing you can substitute for it*' 

PotashCorp of S 脱 katchewan Chief 
Executive Officer William J. Doyle says he 
has tasted what’s driving global demand 
for fertilizer on the Chinese mainland. 

" When I first went to China in 1979, we 
were eating monkey brains ， crickets, 
and sea urchins，" Doyle, 60, said in an 
interview. "Today you go to China 
and they ask you if you want to split a 
beef tenderloin/" 

As China booms, 
so does its appetite 
for meat, power¬ 
ing global demand 
for crops used as 
animal feed. Grow¬ 
ing use of fertilizer 
to boost those crop 
yields has turned 
Potash, which con¬ 
trols 20 percent of 
the world’s supply 



Doyle called 
BHP Billiton’s 
$ 130 -a- 5 hare 
offer "beyond 
€)pportutiist ： iC" 
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Brand Image Drives These Supercars 

Toyota has long been known as a producer of sensible, well-priced rides. But President Akio 
Toyoda，a racing fan，wants to change that image with the new Lexus LFA，At triple the price 
of a Porsche 911, the $375,000 supercar won’t be a high-volume model. "Cars like the LFA 
are brand builders,*' says Ashvin Chotai, managing director of Intelligence Automotive Asia. 
"Halo" cars have had a mixed record, however. — Makiko Kitamura and Yuki Hagiwara 









of its namesake fertilizer component, 
into Canada's fifth-fai^est company by 
market capi 拉 lization，That demand also 
spurred BHP Billiton, the world's biggest 
mining company, to make a $40 billion 
hostile bid for Potash last week. 

Doyle, a former fertilizer salesman 
who runs Potash from offices in Saska¬ 
toon, Saskatchewan, and his native Chi¬ 
cago, rejected the $130-a-share offer as 
"beyond opportunistic" and is pursu¬ 
ing discussions with other potential in¬ 
vestors. China’s Sinochsm Group and 
Brazil’s Vale made initial inquiries with 
Potash's board in la 怯 August about pos¬ 
sible talks, a person with knowledge of 
the matter said. Potash shares have ad¬ 
vanced 30 percent since Aug. 17, when 
the company disclosed BHP’s approach. 

Since Doyle was appointed CEO in 
巧 99, Potash has seen average annual re¬ 
turns of 26 percent, more than triple the 
6.8 percent advance of the S&P Toronto 
Stock Exchange Composite Index. While 
delivering to shareholders^ the Potash 
boss drawn criticism from farmers 
worldwide after potash prices soared 


two years ago. He’s also been grilled by 
union ofacials about his pay，which last 
year totaled $9.7 milli 加 . The 2.93 mil¬ 
lion shares and options he held, accord¬ 
ing to a Feb. 19 filing, would have a value 
or$44 日 million based on 巨 HP’s offer. 

Doyle brushes aside such concerns. 
"These comments about what I make or 
might make，I just laugh at that," DoyJe 
says. "[ really don't care about that 1 
work and do what [ do because 1 love it." 

DoyJe grew up near Chicago before 
graduating from Georgetown Univer¬ 
sity in 1972. After college, he set out on 
a motorcycle trip 
across the back 
roads of Europe. "I 
saw agriculture in 
37 different coun¬ 
tries, sleeping out¬ 
side 13 out of 14 
months, by myself, 
and came back and 
said, ‘You know 
what? Those people 
with their fingers 
in the dirt and h 过 r- 


26 % 


PotashCorp's 
average annual 
return since 
Doyle became 
CEO in 1999 


vesting something every year, that’s 
what [ want to be associated whh，," he 
says . After the trip he joined Interna¬ 
tional Minerals & Chemical, a maker of 
potash and crop nu 片柄 nts. By 1982, he 
was vice-president for export sales. 

Doyle moved to Potash in 巧折 at 
the invitation of Charles E. "Chuck" 
Childers, an IMC executive hired by Sas¬ 
katchewan to improve performance at 
the company, then owned by the pro¬ 
vincial government. "We made a deal 
with them ： Well come，but only if you 
let us run it like a business" Doyle said 
in a May 2008 interview. "You take care 
of the social and political agenda, but 
you stay out of the business.^ 

Doyle was available only because 
IMC didn't offer him one of the re¬ 
tention bonuses given to employ 
ees considered at risk of quitting to 
join Childers, "Bill was probably not 
one of their key people，" Childers, 77, 
said from his home in Denver. "They 
thought 1 needed a domestic salesper¬ 
son, but 1 surprised them -。 

Potash shares began tra 出 ng m To- 
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ronto in 1989. Doyle ran the company's 
potash sales through most of the 1990s 
while Childers expanded the company 
through a series of acquisitions. After 
Childers retired, Doyle took oven He 
bet on increased potash demand by 
boosting spending on mine expansion 
in 2003 and 2004. As fertilizer prices 
surged，DoyJe became the "poster 
加 Id" for the industry’s image prob¬ 
lems, says Hugh Loomans, CEO ofSyl- 
vite Group, a Burlington (Om.)-based 
fertilizer distributor. "People in the 
farming community are still upset about 
those price increases，" says Loomans, 
who has served with Doyle on the board 
of the Fertilizer Institute, an industry 
lobbying group. 

Potash for immediate delivery in 
Vancouver jumped to $650 a metric ton 
in June 2008, from $190 a year earlier 
Prices rose by a similar amount from 
China to Latin America, angering grow¬ 
ers globally. "First the price doubled, and 
then it tripled，" says Brian Willett, who 
farms soybeans and com near Palmas in 
Brazil- "You feel kind of trapped because 
there’s nothing else you can substitute 
for it，n Potash investors hope that contin¬ 
ues to be the case. — ChristopherDon- 
ville and Laura Mardnek 

The bottom tine With gtobat demand for fertilizer 
booming, PotashCorp has drawn a $40 biftian hastite 
bid The co 术阳 nysays it's 口 。 * enough. 


Consumer Products 

Japan's Mizuno Swings 
For the Fences 


► The sports equipment maker is 
focusing on U.S. expansion 

► "We will fight with gloves and 
spikes" 


Mizuno, the Japanese maker of base¬ 
ball 接 love 貝 and bats for major leaders 
Ichiro Suzuki and Hideki Matsui, is on a 
summer road trip to win more respect 
in the $L8 billion U,S. baseball equip¬ 
ment market. In recent weeks the com¬ 


pany has dispatched a caravan of blue- 
aiid-white vans to showcase its gear 
aiid gloves at stadiums, amateur fields ， 
and sporting goods stores in California, 
Ohio, In 出 ana，and Kentucky. 

Mizuno is targeting these baseball 
strongholds to boost its U.S. sales by 
33 percent, to $100 million, by 2015. A lot 
is at stake for the Osaka-based sporting 
goods [ompaiiy, which is up against en¬ 
trenched rivals such as Nike, Rawlings, 
and Spalding. Mizuno has pulled out of 
markets in Europe and Latin America to 
focus resources on the U.S., says Hideki 
Tsunioka, 迅 rector of its baseball divi¬ 
sion. "The company who rules the US. 



market can rule world markets，" says 
Tsuruoka, who played baseball at the 
University of Washington. "We will fight 
with gloves and spikes," 

Mizuno has some ground to cover 
before becoming a dominant player. It 
ranked No. 6 in U.S. baseball and soft¬ 
ball retail sales last year with an 8.2 per¬ 
cent share ， accordiii 各 to data compiled 
by SportsOneSource. Mizuno is making 
ib baseball push as the numbcT of U.S. 
players declined 13 percent, to 13.8 mil¬ 
lion, last year from 15.8 million in 2000, 
according to data from the Sporting 
Goods Manufecture『s Assn. 

The field also is getting more crowd¬ 
ed. Spalding is returning to the baseball 
equipment market after an absence 
of 10 years. " Baseball is kind of a no- 
brainer with our heritage；' says Dave 
Coradini, senior director of diamond 
sports for Spalding, founded in 1876 
and now a division of the Russell unit 
of Berkshire Hathaway. "Mizuno and 
Rawlings are certainly the two stron¬ 
gest in terms of entire baseball-equip¬ 
ment brands. Now we are going to com¬ 
pete against them." 

Mizuno enjoys some beneficial ties to 
Major League Baseball. About 170 play¬ 
ers have contracts to use Mizuno gear 
and appear in the company's ads. "I’ve 
been using Mizuno since my childhood 
because ofits quality," Matsui, a former 
New York Yankee, said in an e-mail. 
"Some of my teammates have come up 
to me and said, i want to try that，or ‘I 
want to borrow that -，。 

As part of its U.S. marketing push, 
Mizuno has increased the number of 
its American field representatives, 
who work with schools and baseball 
leagues, to 11 from 2. It also will install 
glove steamers at U.S. spordn 呂 goods 
shops to help customers break in their 
mitts. Later this year, the company 
will intensify its promotion of baseball 
equipment and clothing on U.S. web¬ 
sites and social networking outlets, 
says Brain Krieger, Mizuno's sales vice- 
president for diamond sports. 

One big plus for Mizuno is its repu¬ 
tation for quality among professional 
baseball players. Pete Rose and Bobby 
Valentine were among the first major 
leaguers to wear Mizuno，s mitts soon 
after the company entered the Ameri¬ 
can market in 巧 69. "It was very diffi¬ 
cult far a foreign company to enter the 
baseball world," says Valentine，who 
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has managed the Texas Rangers, the 
New York M 到 s, a 打 d Japan’s Chiba Lotte 
Marines, "The craftsmanship was so 
spectacular, and all of the details were 
made to perfection" 

—— Go Onamitsu and Shunichi Ozasa 


The bottom fine MUuno. the leading m 且 kef of 
bas 姑 aM equipmGnt in Japan. Is using a grassroots 
approac/i fo increase if& tusmess in th& US. 


Pharmaceuticals 

Cocktails Are Next 
For Cancer-Drug Makers 



► Big Pharma turns to the multi-drug 
approach that transformed AIDS 

► The new drug regime "has the 
potential to be revolutionary 

A 出 agnosis of AIDS was a death sentence 
until the advent of drug cocktails in the 
1990s allowed patients to suppress the 
disease indefinitely. Now sdentis 怯 say a 
similar combination strategy may change 
the course of cancer treatment. 

That’s the bet being made at Roche 
Holding, AstraZeneca, and Sanofi- 
Aventis, whose latest efforts to develop 
a new generation of combination treat¬ 
ments are prompting the U.S. Food 
& Drug Administration to rewrite the 
rules for drug research. The FDA guide¬ 
lines, not yet public but expected this 
year, may shave five years off develop¬ 
ment time lines and lead to dramatical¬ 
ly better drugs, says Ira Mellman, head 
of cancer research at Roche's Gcnen- 
tech unit. 

For more than a decade，cancer re¬ 
searchers have been crafting drugs to 
disrupt the precise cellular processes 
that fuel cancer, creating a $ 扫 1 billion 
market in 2009. So far, the survival ben- 
efib have been measured in months, 
not years. That’s because cancer, like 
the vims that causes AIDS, evolves rap¬ 


idly to evade a single treatment. Rather 
than mixing and matching approved 
drugs, researchers are developing new, 
targeted combinations that work in 
tandem to block cancer, 

"We’re looking to see a radical change 
in terms of stopping the disease in its 
tracks，。says TaJ Zaks, head of global on¬ 
cology drug development at Sanofi in 
Paris. "The return on investment here is 
not going to be just evolutionary ； it has 
the potential to be revolutionary/" 

Cocktails of experimenta] drugs 
wouldn't have been possible just five 
years ago, when FDA rules req 山 red 
that the merit of each active ingredient 
be proved before it could be added to a 
combination. The FDA worried about 
approving a combination in which one 
part was 化 sdess, or worse, harmful. 

Today, after 20 years of work on the 
human genome, scientists have new in¬ 
sights into the cellular and genetic links 
between different disease pathways. As 
a result, the FDA is ready to aJlow testing 
of drug cocktails designed to hit cancers 
at multiple points ， 拍 lys Richard Pazdur, 
the FDA’s top cancer regulator. "This is 
an era of a greater understan 出 ng of the 
disease，" Pazdur says. 

Savings for drugmakers could be 
substantial if the FDA, as expected, sets 
up a path to allow companies to forgo 
differentiating the drugs during the last 
and most expensive trials needed for 
regulatory approval. Those stu 出 es, piv- 
otal phase VH trials, can cost hundreds 
of millions of dollars and take years to 


$51 

BILLION 


Global sales 
of cancer 
drugs in 2009, 
acDordmg to 
IMS Health 


complete. 
Companies 
are taking differ¬ 
ent approaches to 
combination treat¬ 
ments, Pfizer, the 
world’s biggest 
drugiiiaker, and 
Roche，the world’s 
largest maker of 
cancer medidnes, 
are developing the 
needed parts in 
their labs. Roche's leading combination 
began safety tests in patients this year, 
and Pfizer has four combinations in 
early human trials, 

A second group of companies is 
looking outside to acquire compo¬ 
nents, Novartis and GlaxoSmithKline 
started two studies this year combin¬ 
ing an experimental drug from each 
company. AstraZeneca and Merck also 
began a collaborative trial. Meanwhile, 
Sanofi has licensed a molecule that in- 
hibiLs a cancer-related enzyme from 
Exetixis and an antibody against a sep¬ 
arate protein target from Merrimack 
Pharmaceuticals. It will combine the 
two into a new drug based on a recipe 
concocted by its own scientists— Such 
collaborations and acquisitions are 
likeJy to increase as FDA regulations 
are clarified，Zaks says. 

Combining drugs is not new. Doc¬ 
tors began mixing chemotherapies 
more than 40 years ago to reduce side 
effects and 加 prove outcomes. Corn- 
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In brief 

by David Rocks 


pared with targeted therapies, though, 
chemo can be a blunt instrument that 
wipes out a wide swath of cells ， includ¬ 
ing healthy ones. 

Cancer begins when a gene mutation 
triggers some cells to divide faster than 
normal. Aberrant cells multiply to form 
tumors with billions of units compet¬ 
ing for blood nutrients. The coiiipeddon 
and rapid reproduction yield addition¬ 
al mutations that help the cancer grow 
and eventually take root in new organs. 
Through similar adaptations, cancer de¬ 
velops resistance to medicines. 

The first studies of targeted cock¬ 
tails better able to prevent cancer from 
escaping will be released in 201 义 says 
Harish Dave, global head of hematology 
and oncology at clinical trial firm Quin¬ 
tiles Transnational, which had a role in 
48 of the 50 best-selling cancer drugs. 
"We may see something very interesting 
come out，" he says. However, the risk of 
the therapy '1s that you could be shutting 
down so many activities in the cell that it 
could be toxic." 

Cancer drugs aren’t cheap. Den- 
dreon ’s Provenge treatment for prostate 
cancer, for imtance, sells for $93,000 for 
the one-month, three-dose cycle. Total 
sales of cancer drugs have risen 10 per¬ 
cent to 20 percent a year fora decade, 
according to research firm IMS Health. 
And combinations of cutting-edge tar¬ 
geted drugs will likely drive costs for pa¬ 
tients and insurers even higher，since 
each component is so experLsive. 

"Five years ago, you couldn’t get 
companies to agree to combine their 
agents," says John J. Wright，a senior 
investigator at the National Cancer In¬ 
stitute's drug evaluation program. That 
led the NCI to broker a legal frame¬ 
work-assuring each company main¬ 
tains rights to its components during 
cocktail trials-that’s leading compa¬ 
nies to collaborate. 

The first combinations available to 
patients will be m 化 h-ups of existing 
treatments, such as Roche’s Avastin and 
Bayer’s Nexavar. Yet Rochets Mellman 
says combinations ofpre-approved treat¬ 
ments are "old schaoir and that the real 
potential for dmgmakers will be in the 
next generation of targeted cocktails, 
"driven by scientific discovery that starts 
in the laboratory；"© —Tom Randall 

The bottom tine Taking 另 cue from the cocktaHs of 
drugs that have msde AIDS survivatle, drugmskers 
are pursuhg combination therapies against cancer. 



After a string of tournament losses, sales of Woods' signature clothing line from Nike have fallen 


Nike 

Scandals? No Worries, 
Bogeys? No Way 
Fans of Tiger Woods 
have put up with the 
philandering, the saucy 
text messages, and 
the domestic fallout. 
They may draw the 
line, though，at trouble 
on the fairways and 
greens, Retailer Golf- 
smith International re¬ 
ports sales of Tiger 
Woods’ signature line 
of Nike golf clothing 
are off by 7 占 percent 
this year while over¬ 
all golf apparel sales 
have risen 11 percent. 
Other golf stores 
report similar declines. 
Since his marital trou¬ 
bles emerged last fall, 
Woods hasnt 州 on a 
tournament and he's 
No. 83 on this year s 
PGA Tour money list 


Apple 

Finally, There's 
An App For Apple TV 
A new version of the 
poor-selfing Apple TV 
set-top box, to be un¬ 
veiled at a Sept. 1 event 
in San Francisco, will 
cost S99, vs. 定 229 for 
the current incarnation, 
says a person famil¬ 
iar with Apple's plans. 
And the device may run 
叩 ps like those written 
for iPhones and iPads. 
It's all pari of a new 
video strategy aimed 
at steering more busi¬ 
ness toward the iTunes 
store by letting custom¬ 


ers watch clips, shows, 
and movies on multiple 
Apple devices. Also in 
the cards ： a new iPod 
touch with 旦 better 
screen and rentals of 
TV shows for 9 日守 an 
episode. (Today, shows 
are only available for 
purchase, for $199,) 



DuPont 

Closing In on the 
既 trfech Seed Crown 
In the battle for the 
wallets of the Ameri¬ 
can heartland, DuPont 
is gaining as farmers 
question the need for 
higher-cost seeds from 
rival Monsanto. DuPont 
now has 30 percent 
of the U.S. soybean 
seed market, vs. Mon- 
santo’s 28 ,邑 percent. 
And DuPont has ex¬ 
panded its sh 旦 re of 
the corn seed market 
to 34 percent, clos¬ 
ing in on Monsanto's 
36 percent. Monsanto, 
whose innovations 
have helped increase 
plantin 召 s of genetically 
modified crops ， hasn’t 
seen any growth in 
U.S. corn and soybean 
seed sales for the past 


two years. The com¬ 
pany now plans to cut 
prices and offer seeds 
with fewer genetic 
modifications. 


China Railway 
All Aboard 
For South Africa 
Beijing-based con¬ 
struction giant China 
Railway Group 与月 ys 
it ’ 百 in talks to build 
目思 30 billion high- 
占 peed rail project in 
South Africa, Driving 
the 352-mile route be¬ 
tween Johannesburg 
and the eastern port 
city of Durban can take 
seven hours, while a 
high-speed train coufd 
complete the trip in 
roughly thret South 
Africa hopes Chinese 
state-owned banks will 
provide loans for the rail 
line, China Railway says ， 


白 arties & Noble 
A Brawl Over the 
Bookseiier Heats Up 
Barnes & Noble re¬ 
ported first-quarter 
losses of 度的 million 
and 互 n 11th straight 
quarter of declining 
sales. The company 
put itself up for sale on 
Aug. 3 under pressure 
from billionaire Ronald 
Burble, who has been 
adding to his stake in 
the bookseller and is 
battling management 
over board nomina- 
Uons，On Aug, 25, B&N 
management urged 
investors to reject 


Burkle's board nomi- 
nees, saying he and his 
proposed slate of di¬ 
rectors have participat¬ 
ed in "some of the most 
spectacular technology 
and corporate fail urea 
in history." Barnes & 
Noble shares have lost 
nearly 25 percent of 
their value this year. 

Foster’s 

Down Under, Trouble 
In the Vineyards 
Australian beverage 
giant Foster's posted a 
second-half loss after 
a 這 1.1 billion writedown 
on its wine division. 

The company reported 
a net loss of 吞 7 吕白 mil¬ 
lion for the first half, vs. 
a net gain of 运 21 million 
in the same period last 
year. After enduring 
charg 妨 of 定 2.4 billion 
at the wine unit over 
the past seven year 与， 
the company may soon 
spin it off, even though 
business has picked 
up recently. 
























There are usually only 
a couple of smart things 
said in any meeting. 

Say them both. 
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Let a Thousand 
Regulators Bloom 





Anyone who thought the battle over 
Wall Street reform ended with passage 
of the Dadd-Frank Act and President 
Barack Obama’s July 21 signature hasn't 
seen Kayla Gillan's whiteboard. 

‘ Gillan, the deputy chief of sta 庁 to Se¬ 

curities & Exchange Commission Chair¬ 
man Mary L. Schapiro, is in charge of 
coordinating the commission's impk- 
g mentation campaign, and she，s covered 
% her office whiteboard with dense, color- 
5 coded columns of tasks and deadlines 

< that have already spilled over to some 
I adjacent poster boards. There is little 
> time to spare. A rule requiring the regis- 
I tration of financial advisers to munici- 

5 pal governments is due on Oct, 1， and 
§ I myriad others must follow in quick suc- 
d I cession. 


Wh"e hotly contested issues like 
limits on banks’ proprietary trading 
and a new consumer protection agency 
got most of the attention during the fi¬ 
nancial overhaul debate, the SEC alone 
will be issuing some 100 rules covering 
derivatives, hedge funds ， asset-backed 
securities, and executive pay. The 
agency needs to hire 2 日 examiners right 
away fora new office of credit-rating 
agency oversight. 

Rewiring Wall Street does not 
come cheap. The Treasury hired Booz 
Allen Hamilton to help design the leg¬ 
islation's new consumer protection 
agency and draw up what could be a 
$400 million budget next year. The 
SEC expects to increase its budget by 
about 20 percent in the next fiscal 


year, to $L2 billion, more than triple its 
size in 2000. Its staffing is expected to 
increase by more than 1,000 people, 
some SOO just to deal with the reforms, 
to about 4,700, a 36 percent jump from 
the head count in 2007, before the fi¬ 
nancial meltdown. The legislation "cre¬ 
ates a whole new regulatory regime ，。 
and implementation is massive un¬ 
dertaking/" says the SEC，s Schapiro. 
"This will fill regulatory gaps that have 
plagued the system, gaps that have 
long needed to be filled/" 

To keep the heat on the agencies, 
Amy Friend, the chief counsel to the 
Senate Banking Committee, whose 
chairman, Chris Dodd (D-Conn,) ， co¬ 
wrote the law, has been holding 
conference calls with regulators 



















































4,700 


Expected SEC 
headcount once 
it hires sta 片 
to implement 
reforms 
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this month to check on their progress. 
Dodd plans to hold a hearing with the 
SEC, the Commodity Futures Trad¬ 
ing Commission (CFTC), the Federal 
Reserve，and other bank regulators at 
the end of September to make certain 
they’re on track. 

The effort is daunting in part because 
It involves writing rules for businesses 
that arc both huge and airrentiy unregu¬ 
lated, such as some 
trading desks for 
currency, interest 
rate, and credit-de- 
位 uk swaps, "We're 
talking about soup 
to nuts, building 
a new regulatory 
infrastnicture for 
some completely 
unregulated areas 
that are muldtril- 
lion-dollar indus¬ 
tries/' says Annette L. Nazareth, a securi¬ 
ties lawyer with Davis Polk & Wardwell 
and a former SEC Commissioner. By con¬ 
trast, Nazareth says, the well-developed 
regulations for equity trading took shape 
over decades. In addition，the SEC must 
produce more than 20 studies of impor¬ 
tant financial issues in advance of writ¬ 
ing some of the new regulations, and so 
the agency has to take competitive bids， 
then hire oukide experts to produce the 
research, 

The same drill is consuming the other 
major agencies. The Federal Deposit In¬ 
surance Corp：s board voted on Aug. 10 
to create two divisions to handle its 
duties, including an Office of Complex 
Financial Institutiom, which will need as 
many as 200 staff members. The agency 
has already rented office space in Vir¬ 
ginia to handle expansion. Among the 
FDlG’s new responsibilities will be wind¬ 
ing down large, systemically important 
banks, securities firms, and insurance 
companies that might be on the ve 巧 e 
of failing, to avoid the ad hoc bailouts of 
the last crisis. Sta 厅 planning for the new 


regulations began months before the 
bill paiised. Two conference rooms on 
the sixth floor of the FDlC's Washington 
office housed an implementation work¬ 
ing group. One team led by Michael H. 
ECriniminger, a deputy to FDIC Chairman 
Sheila C. Bair, sketched out the agency's 
new role in shutring down failing insti¬ 
tutions, while another deputy，Jason C- 
Cave, led the preparations for the FDlCs 
expanded bank supervision powers. 

At the Treasury, Deputy Secretary 
Neal S, Wolin is spearheading the effort, 
including creation of the interagency 
Financial Stability Oversight Council, al¬ 
ready dubbed F-Sock by the reform co- 
gnoscenH To be led by Secretary Tim¬ 
othy Geithner, the council will assess 
systemic risks and plans to hold its first 
meeting next month. And at the Fed, 
Jim Lyon, chief 叩 crating officer of the 
Minneapolis Federal Reserve Bank, was 
named to coordinate what the central 
bank has identiliedas 350 projects, in¬ 
cluding 50 rules, that the law requires. 

Even die process for issuing regula¬ 
tions has been reworked in an attempt 
to make it more transparent. The FDIC， 
the SEC, and the CFTC will accept in¬ 
dustry comments before the proposed 
rules have been written, a shift from 
the past when industry generally could 
offer ideas only after proposed regula¬ 
tions had been drafted. All meetings be¬ 
tween agency sta 厅 and outsiders will be 
posted on websites, and visitors must 
provide an agenda beforehand. The 
comment period, which allows inter¬ 
ested parties to try to influence the final 
result and can run as long as 90 days, in 
some cases will shrink to 30 days. 

One thing all the agencies say they 
will do is fight any effort by Wall Street 
to re-debate the legislation. S 亡 hapiro 
says opening the process to the indus¬ 
try does not mean Congress's inten- 
rions are open to question. "The law is 
the law," she says. 

— James Sterngold, with Robert Schmidt, 
Phil Mattingl}f, and Matt Robimon 


The bottom fine How Washington is increasing its regafatory firepower ： 
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Agriculture Secretary 
Vilsack (left), who 
wants to reduce far 口, 
subsidies, listens to 
farmer during the Iowa 
State Fair 




Rural Policy 

How Vilsack Wandered 
Off the Farm 


> Obama’s point man on agriculture 
is playing tough on subsidies 

"A lot of them don't know where 
their food comes from" 

Former Iowa Governor Tom Vilsack 
knows that Farm Belt protocol requires 
paying respect to the Butter Cow. 
Dunng a visit to the Iowa State Fair on 
Aug. 17, he made the pilgrimage to the 
600-pound bovine sculpture carved 
from pure creamery butter. Now that 
he is Agriculture Secretary, however, 
Vilsack wants to take a chunk out of 
another far more sacred cow: the 
$15.4 billion in federal farm subsidies. 

Record federal deficits and chang¬ 
ing priorities are spurring the Obama 
Administration to redefine who receives 
rural aid. The government is shifting 
payments to broadband providers, land 
conservation efforts, and nutrition pro¬ 
grams. To many farmers, the changes 
seem designed to satisfy organic food 
devo 忱巧 i, First Lady Michelle Obama’s 
anti-obesity cause, weekend duck hunt¬ 
ers, and small-tawn In 比 met users-ev- 
eryone, that is, except traditional farm- 
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ers. Kris Luoma ， 55, a cattle rancher and 
crop insurance salesman visiting the 
Iowa fair from Arcadia, Neb., blames 
the ignorance of Washington policy- 
makers. ''A lot of them," he says, "don’t 
know where their food comes from/" 
Vilsack's Agriculture Dept, in July 
trimmed $6 billion in payments to crop 
insurers during the next decade. Now 
he's looking at cuts of as much as $5 bil¬ 
lion a year from an automatic payments 
program that rewards farmers even if 
they grow nothing. Vilsack is the chief 
messenger of this change, a turnabout 
for farmers who have known him as one 
of their most prominent advocates. 

The timing makes growers especial¬ 
ly uneasy. Agriculture, like the rest of 
the economy，is experiencing a fragile 
recovery. Com, soybean，and wheat 
prices are at least 39 percent below 
records set in 2008, Farm profits fell 
35 percent last year to their lowest level 
since 2002, says the USDA. 

Agriculture payments have with* 
stood challenges before. The last signifi¬ 
cant at 化 mpt to cut subsidies，in 1996, 
Jed to a backlash-and bailout checks for 
farmers after export declines and heat 
waves persuaded lawmakers to aban¬ 
don cost-cutting. This time the $1.3 tril¬ 
lion annual federal deficit will make 
changes stick, says House Agriculture 
Committee Chairman Collin Peterson, 
the Minnesota Democrat whose dis¬ 


trict's $243 million in 2009 subsidy pay¬ 
ments ranked it No. 6 out of 435. 

Vilsack calls the deficit an incentive 
to revamp 拉 rm support and redirect 
funds to alternative energy and broad¬ 
band projects. With mare farmers re¬ 
lying on small-town jobs to make ends 
meet, and even then with incomes trail¬ 
ing those in urban areas by 29 percent, 
rural economies need to diversify, Vil¬ 
sack says. Done right, government pro¬ 
grams will benefit everyone% he adds, in¬ 
cluding crop growers and ranchers who 
need thriving communities nearby. "If 
you prime the pump properly, you get a 
better return on investment."" 

While as much as $5 billion in auto- 


ists and "foodies" who care more about 
how crops are produced than whether 
farmers can make a living, Lucas says. 
Vilsack disagrees. "I might have a slight¬ 
ly different emphasis, but you can’t say 
I’m not trying，" he said, — Alan Bjerga 

刊 e bottom line Making good on Obama's c 互 mp 互 fgn 
promise to evt farm subsidios, Agricufture S&cretary 
VHsack ts disappointing some farm-stato friends. 


Monetary Policy 

The U.S. and Europe 
Are Decoupling 


matic payments to farmers would go to 
the Administration's new rural initia¬ 
tives, Vilsack says he’s hopeful that the 
crop insurance reductions will satis¬ 
fy deficit-cutting demands. Still, some 
growers worry that the White House 
will force further cuts in automatic pay¬ 
ments, which farmers use to repay bank 
loans or finance new ones. And they fear 
unintended consequences from dra¬ 
matic shifts in land use. trying to 

raise cows, and the government spends 
money to take land out of production for 
pheasant hunters,。says Glenn Johnson, 
37, a rancher from Pipestone, Minn. "You 
close up the programs, and it’ll be the 
1980s all over a 细 n,” when record fore¬ 
closures cut the number of US. farms by 
11 percent, to 2A7 million. 

Representative Frank Lucas (R- 
日 Ida-)，the ranking Republican on the 
House Agriculture Committee, calls Vil¬ 
sack a "nice guy" drowning in bad ideas. 
He listens too much to environmental- 


> Diverging economies are the talk 
of the Jackson Hole conference 

^ "The Fed has an employment issue, 
and Trichet does not" 

Federal Reserve ^hainnan Ben Bernan- 
ke and European Central Bank Presi¬ 
dent Jean-Claude Trichet, who united to 
fight the worst global recession in seven 
decades, may be diverging over the out¬ 
look for their economies. 

The Fed on Aug. 10 said U.S. growth 
wo 山 d be slower than anticipated in the 
"near term," and restarted purchases 
of Treasury bonds to keep interest rates 
from rising. Trichet, in contrast, said on 
Aug. 5 that the euro-area economy was 
surpassing forecasts，which may pave 
the way for the ECB to phase out emer¬ 
gency lending measures. The transatlan¬ 
tic divide may be on display on Aug. 27 ， 
when each central bank chief was 
set to address his counterparts and 
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Athletes Running 

Winning Office is No Slam Dunk 

As a 6-foot, 11-inch center for the Portland Trailblazers, Chris Dudley had 
no problem snagging rebounds. But can he fight off an attack ad? Dudley，a 
contender for governor of Washington State, is one of four former professional 
athletes running for national or state office. Two others recently lost primary 
battles. All are Republicans. Party recruiters deliberately targeted former 
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economists at the Fed's annual sympo¬ 
sium in Jackson Hole, Wyo. Policymak¬ 
ers from more than 3 日 nations planned 
to gather at the Jackson Lake Lodge for 
debates and hiking trips in the shadow 
□f the Teton mountains. 

Attitudes on the economy have shift¬ 
ed sharply in just a few months. In May, 
the European fiscal crisis forced Trichet 
to buy government bonds for the first 
tiinc. And in April，Bemankc discussed 
how and when to shrink the Fed's bal¬ 
ance sheet. Now, the ECB is "looking to 
the timing of an exit policy, whereas the 
Fed has obviously put that on the bade 
burner," Mickey D. Levy, chief econo¬ 
mist at Bank of America, said in an Aug. 
24 Bloomberg Radio interview with Tom 
Keene. "The U.S. economy right now is 
in a soft patch and feels fragile, while in 
the aggregate the European economies 
have seemingly weathered the storm 
much better than people expected." 

ToJuHan Callow, cliief European 
economist at Barclays Capital, the dis¬ 
parity, which could strengthen the euro 
against the dollar, has "shades of2008/' 
a reference to the ECB’s decision in July 
of that year to break with other central 
banks and raise interest rates even as 
the ere 出 t crisis mounted. But by Octo¬ 
ber 2008, Bernanke was collaborating 
with Tridiet and other central bankers 
on the broadest coordinated interest 
rate cut 111 history. The different aut- 
looks probably reflect the Fed’s man¬ 
date to achieve "maximum employ¬ 
ment'' and low inflation compared with 
the ECB"s sole focus on stable prices, 
says Steven Bell, chief economist at 
London-based hedge fiind GLC and a 
former British Treasuiy official. 

U.S. indicators are increasingly 
pointing to slower growth, with gains 
in private payrolls falling to an av¬ 
erage 51,000 monthly pace in May 
through July，from 119,000 in the first 
four months of 2010. "The Fed has an 
employment issue, and Trichet does 
not," says Diane C. Swonk, chief econo¬ 
mist at Chicago-based Mesirow Finan¬ 
cial. If weakness in the US. economy 
persists, she says，"I don’t think they ’!】 
have much choice" but to restart large- 
scale purchases of mortgages and other 
assets. — 日 幻 me 卸口 ndSc 如 f 
Lanman 

The bottom fine As the Federa! Reserve ponders 
more stimulus, tho ECB could soon look for the 
emergency tending exit ram 片 
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pro athletes like Jon Runyan, a star tackle for the Philadelphia Eagles now 
seeking a US. House seat, because they have name recognition and can raise 
funds more easily than other candidates. It also doesn't hurt that sports fans 
are a demographic that "tracks Republican voting pretty well，，，says Ross 
Baker, a Rutgers University political scientist. 一 Kate Andersen Brower 



Clint D idler 

Washington Redskins 

U.S，Senate 
(Washington State) 

The Stats: Didier w 畑 two 
Super Bowl rings as a tight 
end with the Redskins 
before retiring in 19 舰 A 
Tea Party 垃 vurite, Didier 
lost an Aug. 17 primary, 
getting only 12,6 percent of 
the vote, despite backing 
ft-om former Alaska 
Governor 站 rah Palin and 
Republican Representative 
Ron Paul of Texas, proving 
that winning takes more 
than endorsements. 



Chris Dudley 
Portland Trailblazers 
Governor (Ore 炉 n) 

The Stats: Some voters 
are more impressed by 
Dudley’s six seasons as 
a center for the Blazers 
than hk Vale degree 
or investment firm 
parmership+ That’s fine 
with him: "Take it any 
way you can get h," 
says Dudley, who has a 
$l miUitm fund-raising 
advantage. He emphasises 
job creation and spending 
cuts. Po]\$ show him 
even with ex-Democratic 
Governor John Kitzhaber, 



Jon Runyan 

Philadelphia Eagles 
U- 弓 ， House (New Jersey) 

The Stats: Runyan, 36, 
played 13 seasons of 
professional football, 
including nine with the 
Eagles, before retiring 
in 2010. He wan the 

R 叩口 blk’a 口 prirmry 师 

June 8 and will face the 
incumbent. Democrat 
John Adler, in the Nov, 2 
general election. Lower 
taxes and b balanced 
budget are key issues 
for the former offensive 
tackle, who trails Adler 
in the polls. 
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Global Warming 

New Zealand Farmers 
Harvest Carbon Credits 

;、 Growing trees can be more 
profitable than raising sheep 

"It turns forestry into a cash-flow 
business," one analyst says 

In New Zealand, where the sheep out¬ 
number humans 9 to 1 and National 
Lamb Day is celebrated every Feb. 15, 
a carbon emission trading system that 
kicked off in July is upending the eco- 
nomics of sheep farming, a once crucial 
sector of the economy. Sheep farmers 
are walking away from the business of 
selling wool and lamb chops and are 
converting their grazing lands into tree 
farms that could prove valuable when 
the country's agricultural sector is 
forced to pay for greenhouse gas emis¬ 
sions starting in 2015. 

Home to alpine glaciers, massive 
mountain ranges, and rolling green 
farmland. New Zealand would seem 
the last place on earth with a green¬ 
house gas problem. (The country actu¬ 
ally ranks 51st in such emissions with 
only a 2 percent of the world total, 
ac 亡 ording to the U.N.) Yet sheep and 
other livestock do have carbon foot 
(or hoof) prints* Sheep emit methane 
when they belch and nitrous oxide 
through their waste. 

Prime Minister John Key’s govern¬ 
ment in Wellington has said a carbon 
trading regime probably won't have 
a big impact on the country’s green¬ 
house gas emissions, yet will boost 
the country's green credentials and 
clout in global climate talks. The gov¬ 
ernment's carbon program is also a 
welcome opportunity for some sheep 
farmers, struggling against slumping 
wool prices ， drought, and competition 
for land from the dairy and lumber in- 
dustries, to diversify, says Neil Walker, 
a forester in the Taranaki region of New 
Zealand's North Island. 

Although New Zealand was the 
world’s largest sheep meat exporter 
last year, the number of sheep have 
fallen from a 1982 peak of 70 million 
to about 40 million, official da 化 show. 
New Zealand's carbon trading 
system requires polluting indus- 
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tries to buy credits that allow them to 
emit certain amounts of greenhouse 
gases, while businesses that reduce 
emissions can earn credits and sell 
them to polluters. 

Farmers who convert their land from 
sheep grazing to planting trees could 
add $172 per acre in value each year to 
their land holdings，says David Evison, a 
senior lecturer at the University of Clan- 


Quoted 


“We’ve tried 惦 months of government-as- 
community-organizer- It hasn't worked." 
— U.S. House 
Republican leader John 
Boehner on Aug. 24, 


calling for President 
Barack Obama to fire 
his economic team 



terbury's New Zealand School of For¬ 
estry. Forests planted for carbon credite 
may increase to 74,000 acres, or about 
0.27 percent of all pasture and grass 
land a year, compared with about 8,650 
acres in 2009, the government esti¬ 
mates. "It turiu; forestry into a cash-flow 
business," says Evison. 

Some New Zealanders aren’t con¬ 
vinced carbon farming is a wise move. 
Communities that rely on the farm 
economy arc losing jobs once held by 
shearers, mechanics, and veterinar¬ 
ians. Farmers may not understand the 
risks involved in forestry, says Don Ni- 
coJson, president of Federated Farm¬ 
ers of New Zealand. And while the loss 
of sheep farms is likely permanent, the 
carbon trading program may only be 
temporary, and its benefits illusory, Ni- 
coJson says. 

Nicolson estimates carbon forests 
could replace 20 percent，or 2,800, 
sheep and beef farms and put the econ¬ 
omy in danger. He says farmers arc 
being sold on carbon trading without 
understanding that they could lose trees 


Sheep farmer 
Kight is planting 
more trees 
on his North 
Island farm 


to fire or disease 
or that the govern¬ 
ment might cancel 
the program at any 
time. "The trouble 
is，it comes with 
massive risk, and 
that’s not what's 
being talked about ,。 
says Nicolson. 

Edwyn Kight, 
a farmer on New 
Zealand's North 
Island, sees the upside from the shift to 
forestry. He says carbon farming could 
improve the profitability of hill coun¬ 
try property if converted to tree farms. 
"That land is not marginally economic 
for raising sheep and cattle, it’s totally 
uneconomic，” Kight says from his nearly 
8,900-acre Akitio Station. He’s planted 
about 1,500 acres of forest since carbon 
trading began and plans almost 2,000 
more, — Stuart Biggs 

The bottom tine New Ze 旦 /and sheep farmers are 
converting p 互 sture land to forests, driven by a 
carbon-trading plan whose benefits some doubt 
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"GET SOME MILEAGE OUT 
OF A GREAT OPPORTUNITY ： 

-Mr Opportunity 



Accord 


O.T 


FOR UP TO 60 MONTHS 

On All New Civic, Fit, Insight, Ridgeline and Accord Models (for well-qualified buyers) 


If you’ve been waiting for the right time to buy a reliable Honda，this is it 
Because right now, you’fi find amazing offers at your Honda dealer Stop in now, 
and you could save. And then keep saving, mile after mile. 


T H E # 2 O 10 

HonBa 


CLEARANCE 


圓 

ShopHonda.cojn 


* Available on approved credit througli American Honda Finance Corp—>0.9% APR for 24-^60 months on all new and unregistered 2010 Honda Civic, Fit，Insight^ Rid 醉 line and Ac 亡 or'd models ttiraugli 9/7/10, for well- 
qualified buyers. Not all buyers will qualify. Higher financing rates 冲 plj^f 日 r buyers with lower credit ratings. Example for CMe LX Sedan [per $1,000 financed and for 0.9% APR); 24 months financing at $42-05/ 
m 日 n 化日 r SO months financing at $17 ‘口 5/month‘ Dealers set actual vehicle 础的 price. See dealers 怕 r details. @2010 American Honda Mo 化 rC 日- ,Ine ‘ 











Panasonic 

ideas for life 


Windows®. Life without Walls™. Panasonic recommends Windows, 

IN MY WORLD, 



WE WALK A THOUSAND 
MILES IN OUR 
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CUSTOMERS ， SHOES. 


To 吻 book … Toughbook ar ^ 


EXPERIENCE THAT DELIVERS 7 TIMES MORE RELIABILITY 
THAW THE INDUSTRY AVERAGE. 

As a core manufacturer that has worked closely with customers across multiple industries for 
17 years, Panasonic has a unique understanding of the challenges you face. Our goal is to 
provide you with the most reliable computing sol 山 ion to enable you to meet those challenges 
head-on，We build our products from the ground up, enabling us to maintain exceptional 
quality control. The result is a fully-rugged product line，powered by the Intel® CoreT" j 日 vPixT" 
processor，* which has an annualized in-warranty repair rate of less than 3%.^ So what’s next? 
We’ll keep walking in your shoes so we can deliver the reliability you have come to count on ， 


Learn more; 1,888-223,1184 / panasonic.conn/toughbook 
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Technology _ 

The Retailer's Clever 
Little Helper 


► A wave of startups is using smartphones to bring e-commerce advantages to real-world stores 

► "We see upwards of500 to 1,000 new business inquiries a day" 


The battle between online and brick- 
and-mortar retailers has, until now, 
been a lopsided fight. Internet stores 
enjoy the paradigm-busting advantages 
of the Web, like the ability to personal¬ 
ize deals to shoppers and offer on-the- 
spot price comparisons. Offline retailers, 
by contrast, may never know anything 
about a shopper who walks in, pays for 
a single item, and walks out the door. 

Over the past year tech entrepre¬ 
neurs have raced to correct this imbal¬ 
ance and extend digital efficiencies to 
the physical world. Internet services 
such as Foursquare, Gowalla, Booyah, 
and-as of Aug. 18-Facefoook have en¬ 
ticed millions to digitally "check in" 
to real-world locations. These smart- 
phone-centered services encourage 
anyone out on the town to open up an 
app when they enter a venue. By dick- 
ing a button, the phone’s GPS registers 
a user's location and sends it out to se- 
Jected friends. Along with the debatable 
social benefit of letting people constant :， 
ly broadcast their whereabouts, the ser¬ 
vices are designed to give businesses 
the chance to tailor deals to patrons and 
forge enduring relationships with the 
otherwise unidentified folks who may 
be their best customers. 

Until recently, big-box retailers and 
other mainstream businesses have 
largely sat on the sidelines as early 
adopters toyed with the technology. 
Now that Foursquare and Booyah have 
each signed up roughly 3 million people 
and Facebook's 500 million users now 
have access to similar, location-sensing 

The ratio of people who visit 
a store and actually buy 
something is much higher 
in the real world than online 


technology, the big brands are coming 
around. Says Tri 孔 an Walker, vice-pres¬ 
ident of business development at Four¬ 
square ： "We see upwards of500 to 
1,000 new business inquiries a day" 
Many of those are from mom-and-pop 
stores, but Foursquare has also recently 
made deals with major retailers indud- 
in 呂 Gap ， Starbucks, and Sephora. 

For retailers, foot traffic is every¬ 
thing, says Cyriac Roeding, the CEO of 
Shopkick, a new service similar to Four¬ 
square. In e-commerce，a small per¬ 
centage of a website's visitors make a 
purchase. In physical r 到 ad，the propor¬ 
tion of people who walk into a store and 
actually buy somcthing-knowTi as the 
conversion rate-is much higher, Roed- 
ing says the conversion rate for fashion 
retailers is 20 percent ； in electronics, 
it's 40 to 60 percent. Shopldck, which 
launched last week in 600 stares and 
100 malls across the U.S.，encourages 
users to visit Its retail partners-indud- 
ing Best Buy, American Eagle, and 
Sports Authority-by rewarding them 
with gift certificates and other prizes 
after a certain number of check-ins. 

For tradition ^】 businesses, one of the 
advantages of these new services is the 
ability to reach customers on the go. " We 
know that consumers are out there at 
four o'clock in the afternoon with no idea 
what they’re going to have for 出 nner，" 
says John Faulkner, the director of brand 
communications for Campbefl Soup. "If 
we can communicate with them the way 
they want to be communicated with, we 
can get them thinking about our soup." 
Clay Cowan, vice-president ofe-com- 
merce and digital marketing at Sports 
Authority, says that these services are 
much more effective at targeting custom¬ 
ers than traditional methods ： "Rather 
than accuracy at the quarter mile, 
it"s accuracy at the aisle/" 


How Foursquare works: 



O Visit a Starbucks 


Q Check m using the app 
on your smartphone 


© B 色 com 色 mayor A 


^ Get a deal 


$1 


汾 arbiicks 
mayors received 
$1 o 托 frappuc- 
cinos m a deal that 
ran through 
mi 少 summer 


*The user with the most visits over the Last ISO days 
becomes mayor. At popular Starbucks Joe 且 tions, it 
requires more than 20 check-ins to win the title. 
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Campbell’s is working with Sticky- 
bits ， part of another batch of startups 
distinct from check-in services like Four¬ 
square and Shopkick but still pursu¬ 
ing the same goal of overlaying the Web 
onto the physical world. For SdcJcybits 
and its cohort, the bar code is the cru¬ 
cial ingredient-users don't just check 
into a store, they check into a product 
by scanning a UPC with the camera on 
their smartphones. Users of Stickybits or 
a competitor like Barcode Hero scan bar 
codes and compare prices, win prizes, or 
write reviews. Campbell Soup is offering 
Stickybits users a chance to win a $500 
prize by scanning the bar code and post¬ 
ing a photo of one of the company's re¬ 
designed soup cans, 

These startups acknowledge that 
scanning soup cans may come across as 
odd to some consumers. To make the 
process more appealing, many fill their 
services with " 鲜 me mechanics/" The 
term refers to interface and design flour¬ 
ishes—in eluding competition for points 
and virtual badges—that originated in 
the gaming world and can make for ad¬ 
dictive experiences. Users of Foursquare 
compete to become the "mayor" of a bar 
or coffee shop, just as Barcode Hero's 
users jostle to become the king, queen, 
or duke of a product category-"the 
queen of lipstick," for example. 

Game mechanics is the concept du 
jour in Silicon Valley. "You talk to ven¬ 


ture capitalists here in the Valley, and 
they'll tell you that every new s 枯 rtup 
coming in has game mechanics as part of 
their pitch," says Rajat Paharia, chief ex- 
ecutivc of Bynchbatl, a San Jose startup 
that helps other companies build game- 
like features into their websites. "Most of 
the startups don't know why. They just 
know that they need game mechanics -， 

Scvngr, a year-old Cambridge (Mass.) 
startup that received a $4 million invest¬ 
ment from Google’s investment arm, 
Google Ven 山 res, is the most avid of the 
companies embracing game mechanics. 
It gives guidance on game design to its 
partners, including Sony, AT&T Wire¬ 
less, and the New England Patriots, 
and helps them devise challenges for cus¬ 
tomers using a Scviigr smartphone app. 
At AT&T stores in four Midwest states, for 
example, customers can earn $50 o 庁 the 
price of a new Samsung smartphone by 
completing challenges like checking into 
the store and taking a picture of them¬ 
selves with the phone. 

时 cebook，s new check-in service, 
called Facebook Places，may be the best 
evidence yet that the real world is getting 
a digital overcoat. With Places, people 
can check themselves and thdr Face- 
book friends into any locai business. 
Those establishments will ultimately 
have pages on Facebook and be able to 
communicate directly to thdr cuistoni- 
ers. If the service catches on, business¬ 


es may know exactly who their custom¬ 
ers are, where they are, and in some 
cases，when they are nearby and ready 
to spend—just like an e-commerce site, 
"Once you have the ability to target spe¬ 
cific consumers based on what they told 
you about theiiiseSves, you change the 
entire retail dynamic,” says Paul Gunning, 
chief executive of ad agency Tribal DDB 
Worldwide, Or , 化 Shopkick's Roeding 
puts it ： "The real-world click has arrived." 
— Brad Stone and Barrett Sheridan 

TftG bottom fine Location services like Foursqugfg 
and 尸月 cebook’s Places fet reaf-world stores offer 
deals and other enticements to nearby shoppers. 


Video Games 

The Halo Effect of 
MicrosoffsHalo 

► The fourth chapter in its 串 2 billion 
series hits stores on Sept. 14 

► Halo is Microsoft’s "most important 
entertainment franchise" 

[t’s been a while since aistomers lined 
up outside stores at inidni^t to buy a 
脯灯 osoft product. That may change on 
Sept. 14, when Microsoft releases Halo ： 
Reach, the fourth installment of its block¬ 
buster Xbox video-game series. 


Booyah 

Brands ： H&M. 
Pantene 

Booyah's MyTown 

旦 pp is 百 hlend 

li 別 ween a chedHn 
service and a virtual 
game, arid has aver 
3 million users. Use 
ihe appS bar code 
scannerona Paniene 
product for bonus 
poinis Lo use on 
viriual gochds. 


Checking In 
A sample of the 
startups buildrng 
toca Won-based 
services, and the 
retailers and brands 
theyVe working with. 

接 at&t 


爲 



Scvngr 

Foursquare 

Stickybits 

Gowalla 

Shopkick 

Brands; AT&T 

Brands ： Starbucks, 
Sephora ‘ Gap 

Brands ： Pepsi, 

Campbell Soup 

Brands ； In Case, 

TOMS Shoes 

Brands ： Mac/s, 

Best 白 L 化 American 

Eagle 

Scvngr designs 
smanpho rie-enab led 
scavenger hutm that 
bridge the digital 
and physical worlds. 

A current AT&T 
promotion offers 

S50 off a Samsung 
phone for completing 
certain tasks, like 

Liking a pi 亡 Lure with 

a store dbpi 且 y model. 

Foursquare Is a 
chccMn service 
wiLh nearly 3 million 
users who cc>mp< 2 ie 
lo become the 
viniial "mayors" of 
real-world places- In 
early summer, users 
had a chance to win a 

別抓 gill certifies 化 ai 

Sepho 化 

Use the Stickybks 
smartphone app ui 
scan product bar 
codes andauach 
digiul mformaiion 
like reviews or 
picmres-yisible by 
other users- Scan a 
Campbell's soup can 

For a chance Lo win 
的 00. 

CowaJla is a check-in 
说 rvice similar la 
Foursquare，with 
ph 川 o uploads and 
badges k> earn. 

Checkins at Apple 
stores earned users 
a chance to win an 
iPhone case in a 
promotion lhai ran 
carHer this year. 

The Shopkkk app 
rewards users、viLh 
gift certilicaies and 
discoutils when 
they check in lo 
retail spots and scan 
products，American 

Eagle offered a deaJ 
on jean 時 gings in 
mid-Augusi:. 
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Since the first release of Halo in 
2001, the alien-invasion-themed game 
and its appurtenant books, toys，and 
apparel, have generated $2 billion in 
sales for Microsoft, That's not includ¬ 
ing the Xbox consoles and online game 
subscriptions the games have helped 
sell. Microsoft expects Halo: Reach to 
generate more revenue than the series’ 
biggest seller so 拉 r ， 2007’s Halo 3 ， 
which brought in sales of more than 
$600 million. Operating margins on 
the games hover around 60 percent, 
estimates Wedbush Securities analyst 
Michael Pachter. 

Halo's value to Microsoft, which had 
$16 billion in revenue during the quarter 
ended June 30, is bigger than its numbers 
suggest. The Xbox is Microsoft's attempt 
to stake out a spot i 打 the living room- 
and Halo is only available on Xbox, 'it's 
the reason people own Xbox 360s in¬ 
stead of PlayStation 3 ， s，" says Wedbush's 
Pachter. Says Bonnie Ross, general man¬ 
ager for Microsoft's Halo business 三 "Halo 
is the most important entertainment 
franchise Microsoft h 化 ," 

Like past installments. Halo: Reach 
was created by Bungie, the studio spun 
off from Microsoft three years ago. 
(Microsoft retains all rights to the fran¬ 
chise.) This time, gamers get jet packs 
and outer-space combat. They play 
as part of a team of biom echanically 
enhanced supersoldiers called Spar¬ 


tans trying to save the planet 区 each ， 
the only thing standing between Earth 
and an invading alien alliance called 
The Covenant. "You’ve got this eternal 
theme of humans against impossible 
odds," says Greg Bear，a science-fiction 
author hired by Microsoft to write a 
trilogy of Halo novels. "How is this not 
Beowulf in space?*" 

Halo ： Reach is the last in the series 
that Bungie will produce ； all future Halos 
will be made in-house at Microsoft. 
Whether the new gaine-and any future 
one-resonates with players depends a 
lot on Frank O’Connor, a former Bungie 
employee who stayed at Microsoft after 
the spinoff. As official guardian of Haloes 
storyline (his real title is "franchise de- 


Quoted 


"Having content associated with the 
Guggenheim draws in a different kind 
of demographic than kids crashing their 
skateboards" 

—— Bill Niemeyen senior 
analyst at Diffusion 
Group, on how YouTube 
is benefiting from an 
exhibit of online videos at 
Guggenheim museums 



velopment 出 rector, Halo business") 
O'Connor makes sure every game and 
add-on is worthy of the brand. "Fran- 
chise fatigue comes when quality drops，" 
says O’Connor，who plays the muld- 
playcT version of Halo online every night, 
only to get beaten and taunted by teens. 

O'Connor guards four top-secret 
black-and-silver looseleaf binders called 
the Halo Story Bible. Each contains hun¬ 
dreds of pages laying out the Halo story 
and universe, including the events to 
transpire in future games, books，and 
anything else. When they're not with 
CTConnor, the binders are stored in a 
locked metal cabinet in the game stu¬ 
dio's offices, which are inaccessible to 
the rest of Microsoft. Authors work¬ 
ing on Halo novels — there have been 
seven, five of them New York Times Best 
Sellers-are given sections with just the 
TTiaterial applicable to their story. Bear ， 
the sci-fi writer，says he received a ring- 
bound notebook with 10 pounds of 
color pages, each bearing a code unique 
to him so that if it ever gets out into the 
public, Microsoft knows who to go after. 

To help guard against franchise fa¬ 
tigue% Microsoft says it’s planning to 
back Halo ： Reach with the largest mar¬ 
keting budget it has spent on a game, 
though it won，t disclose how much. 
Online ads started on Aug. 23, featur¬ 
ing a dramatization of daily life an the 
planet Reach the day before the alien at- 
Vdcks. TV sp 饥 s start on Aug. 29 on ESPN 
and Fox. The game will also he promot¬ 
ed on bottles of Mountain Dew, bags 
of Dorit 腿 , and in 7 - 邮 ven stores. Mi¬ 
crosoft will sell a limited edition Xbox 
console in brushed silver with the logo 
of the Halo good guys-the UN. Space 
Command-on the side. 

The company's Halo ambitions 
extend beyond the traditional young- 
male gamer demographic. Already, 
there are older fans of the bocks who 
don’t play the games at all Naturally, 
there are also rumors of a movie. Halo 
"has a lot of room to grow," says Phil 
Spencer, vice-president of Microsoft 
Game Studios. "Microsoft is a scale 
company. We arc not a niche compa¬ 
ny. We are not about delighting mil¬ 
lions of people, we are about delight¬ 
ing hundreds of millions of people." 
—— 口 in 幻 Bass 

The bottom fino Microsoft is counting on the iatest 
irtstaHmenUrt its $3 tiliion Halo video-game franchise 
to be another blockbuster. 
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A BBW50 Update 

Salesforce.com 
Channels Facebook 

► The enterprise software giant has 
a new social-networking service 

► "You can see which employees are 
adding value to your business" 

By now it may be one of the most 
common experiences on the Net- You’re 
on a Web page with a photo of yourself, 
next to a blank box awaiting the latest 
update on your activities. Strung below 
arc comments and observations from 
people you know, near and far. 

Facebook or Twitter? Not necessar¬ 
ily. [t could be Chatter, a new applica* 
tion being rolled out to customers by 
San Francisco-based Salesforcexom, 
d fast-growing Bloomberg Businessweek 
日 0 company whose stock has more than 
doubled over the last year, to about 


$110 per share. Sales force.com provides 
customer-relationship management 
and other business software as a ser¬ 
vice over the Internet. Instead of asking 
''What's on your mind?" or "What's hap¬ 
pening?'' Chatter poses the question: 
"What are you working on?" 

The company calls Chatter, which 
like all Salesforce.coni software re¬ 
quires only a browser and an [nter- 
nct connection to access, a "real-time 
collaboration cloud/" Users establish 
profiles and generate status updates— 
which might be questions, bits of in¬ 
formation or relevant hyperlinks— 
that are aggregated and broadcast to 
co-workers in their personal network, 
whose own comments and updates are 
then incorporated into a running feed. 
Workers can follow each other, their 
customers, and deals in the manner 
they would on Twitter. Employees 
can follow colleagues from around 
the whole company, not just within 
their own workgroups, which helps 
knock down some of the silo mentality 


common in corporations. And profiles 
can be searched for needed skill sets. 
{Who knew Wendy in legal was fluent 
in Portuguese?) A new version due in 
October will be able to make sugges¬ 
tions about people and accounts users 
should follow based on their jobs and 
past activities. 

Chatter "makes our core product 
better" says Marc Benioff, Salcsforce. 
corn's voluble chairman and chief ex¬ 
ecutive, who adds that e-mail traffic at 
Salesforce has fallen 40 percent since 
his employees started Chattering in 
June. "You can see which employees are 
adding value to your business •打 He says 
he uses the software to keep an eye on 
big deals and see which of his support 
reps are best at squelching problems. 


Chatter recognizes that in 
business ， ''wide-open is not 
necessarily a good thing," 
saysSalesforce’s Harris 
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Online social networks have been 
in the workplace since their begin- 
nings-but more as nuisances than 
tools to be harnessed. In addition to 
their productivity-choking ability to 
suck up employees" time and atten¬ 
tion, sites such as Facebook and Twit¬ 
ter are, by the virtue of their very 
open nature, corporate-security 
nightmares. 

Salesforcexom co-founder Parker 
Harris, the company’s executive vice- 
president for technology, says Chatter 
is an attempt to capture and dissemi¬ 
nate "watercooler conversation" while 
at the same time recognizing that in a 
corporate environment, "wide-open is 
not necessarily a good thing/，Chatter 
has built-in business-appropriate limi¬ 
tations, such as the ability for manage¬ 
ment to control access to sensitive re¬ 
cords or documents. 

The company started rolling out the 
Chatter application to its 82,000 global 
customers in June as part of their ex¬ 
isting Salesforce service. According 


Chatter \s 
Ben toff's "most 
successful 
software 
release, ever'* 



to Salesforce.coni, as of Aug . 巧 about 
20,000 companies were using Chatter. 
Among them are computermaker Dell ， 
which has deployed it to some 20,000 
workers. Dell says its sales manag¬ 
ers use Chatter to track deals. Another 
customer, advertising agency Saatchi 
& Saatchi, says its employees tend to 
gravitate toward Chatter first thing in 
the morning and spend much of their 
day with it as a way to stay plugged in to 
the organization. 

For anyone who pays the usual $65- 
to $125-a-month fee for Salesforce.com, 
Chatter is included at no extra charge. 
AH other users pay $15 a month. The 
company won’t disclose how much 
added revenue that comes to. Still, Be- 
nioffis pleased with the results so far ： 

On an August conference call with ana¬ 
lysts, he called Cha 订 er the company's 
"most successful so 托 ware release, ever." 
—Richjciroslovsky and Aura 口 Ricadela 

The bottom line Salesforce.com says its netv soc 汹 - 
neiworking feature may heip customers break down 
corporate silos. 
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Office Supplies 

After a Jam, Lexmark 
Turns to Services 


► The printer maker helps others 
save money by printing (ess 

► Pounds of copy paper per worker 
have declined 26% since 1999 



1999 且 002 旦 006 2010 


DATA- m\ 

After rising for decades, the amount of 
paper consumed by the average Ameri¬ 
can office worker has declined steadily 
over the last 10 years, from 143 pounds 
per year in 1999 to 106 in 2009, accord¬ 
ing to R[SI, a research firm that tracks 
the fore 孔 -products industry. So what's a 
printer company to do? 

If you're Paul Curlander, CEO of 
Lexmark international, the answer is 
simple ： Help big companies print less. 
Curlaiider thinks Lexmark’s future lies 
in selling fewer printers with higher 
profit margins, then earning a steady 
stream of revenue by managing those 
printers for the companies that buy 
them. Lexmark tells its customers that 
it can bring their printing costs down by 
30 percent or more when it takes over 
the busywork of installing, repairing, 
and printers. 

The strategic shi 托 is part of a nec¬ 
essary overhaul for Lexmark, which 
became independent in 1991 when it 
was spun off by IBM. The Lexington 
(Ky.)-based company abandoned the 
low-margin consumer inkjet printer 
market in 2007, As Lexmark switched 
gears, it shut factories in Mexico and 
consolidated those operations in the 
Philippines, Sales declined 27 percent, 
from a 2004 peak of $5.3 billion to 
$3.9 billion in 2009, 

Lexmark，s managed print-servic¬ 
es division help's companies wring out 
inefficiencies by raising the worker- 
to-printer ratio, in most companies^ 
two people share one small printer. 

It’s more cost-effident if seven people 
share a larger printer, Curlander says. 
Placing printers farther 过 way from 


workers is another cost-cutting tactic 
because it discourages unnecessary 
print jobs. 

Beverage bottler Coca-Cola Enter¬ 
prises says it saved 案 11 million over five 
years with the help of Lexmark, which 
swapped out 6,000 printers and fax 
machines fVom 16 different vendors, 
for 3,SO 日 new machines, including ex¬ 
pensive laser printers, almost all made 
by Lexmark ‘ The company is now ex¬ 
panding its managed print-services di¬ 
vision, and in the last nine months has 
completed 14 deals with large cojnpa- 
nies including regional bank BB&T ， 
engine manufacturer Cummins, phar¬ 
macy giant CVS, and investment bank 
JPMorgan Chase. In May，Lexmark 
landed a five-year, $127 million contract 
to manage office printers for the Social 
Security Administration. 

The company doesn't break out ser¬ 
vices revenue in ite earnings reports. 
Angela Boyd, an analyst with research 
firm IDC, estimates that in the first 
quarter of 2010, Lexmark’s printer 
sales grew roughly five times faster 
than the market as a whole. 

In May, Lexmark paid 串 280 million 
for Perceptive Software, a Shawnee 
(Kan.) company that makes applica¬ 
tions to manage and share digital doc¬ 
uments. Curlander say 占 the Percep¬ 
tive acquisition dovetails nicely with 
Lexmark's strategy to help companies 


reduce the number of printed pages 
they generate. "We’ve always been in 
the workflow business/' he says. "It 
used to be that all business documents 
were paper. Now they're digital, and 
you need software to manage it,” 
Lexmark is foctUiing its sales efforts 
in sectors where print demand is still 
climbing, such as finance and health 
care. "We’re very narrowly focused on 
laser printers and on specific indus¬ 
tries/" Curlander says. "We don’t try to 
be everywhere；^ That concentradon is 
paying off ： Analysts expect Lexmark's 
revenue to rise to $4.2 billion this year, 
and shares arc up 100 percent over the 
last 12 months. Says lDC"s Boyd: ''Lex¬ 
mark is a company that would rather 
be quietly growing off in a corner，until 
one day its competitors wake up and 
say, 'Holy cow.，" ~ ArikHes^seldahl 

The bottom iine Lexmark has abandoned /ow- 
margin Inkjetsin favor of selfing more profitable laser 
printers and managing ih&m for enterprises. 


Semiconductors 

Is Freescale Going 
From mP to IPO? 

► The chipmaker wants to go public 
to help pay otnts 苟 S biNion tn debt 



► "There are still a lot of clouds 
overshadowing the company" 

Freescale Semiconductor's chips are 
found in the guts of eveiything from 
cars to Kindles. Yet ifs better known 
these days as an example of private eq¬ 
uity's ouLsized ambitions and the dan¬ 
gers oflevera 沪 Over the last two years, 
Freescale's chief executive，Rich Beyer, 
has cut jobs, dosed plants, and negotiat¬ 
ed with bondholders to lower what was 
once a $10 billion debt burden. The next 
step of his turnaround plan is a surprise 
to many: Beyer wants to join the ranks 
ofSkype, Demand Media, and Hulu 
and make an initial public offering. 

Beyer says the economy will have to 
improve before Freescale can go public- 
and bankers say the company is now 
worth only SS percent of the $IZ6 biJ- 
lion price tag paid by private equity firms 
Blackstone, Carlyle, Pemira, and TPG 
in 2006, at the height of the OO 
credit bub 村 e (page 41), And OO 
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Social Network 

The Map of Marc 

In the 15 years since Netscape's initial public 
offering made him rich, Marc Andreessen, 
39, has become a ubiquitous Silicon Valley 
power broker He’s an entrepreneur^ 
he’s an investor, he's hunting CEO 
candidates for Hewlett-Packard. It's 
hard to keep track. —Brad Stone 


Entrepreneur 

Netscape, nee Moiiaic Communica¬ 
tions, was only his first act. After 
AOL bought the browser firm in 巧能 
and then merged with Time Warner, 
Andreessen departed and has 
formed a range of companies. 


► Netscape: Web- 
bmwser startup ； 
went public in 1995 

► Opsware ： Network 
software ； bought by HP 

► Ning ： Social network 


► Andreessen 
Horowitz: Venture 
capital firm. 
(Bloom be 巧 LP 
is an investor) 


Venture Capitalist 

Andreessen Horawi 
investment fund h 
ago, has already bs 
apparent winners, 
edly raising a secoi 

► Skyper 

Internet calling 

► Zynga ： 

Social gaining 

tz, the $300 million 
e launched a year 
icked a string of 

The firm is report- 
id, larger fund. 

► Foursquare ： 

"Check-m" 

smartphone 

applications 

► SnapLogic ： 

Cloud computing 

► Boku: Mobile 
payments 

► GoodData ； 

Business analytic tools 

► Asana; Business 
collaboration software 



Silicon Valley Networker 

Ben Horowitz Partner in VC firm. Longtime associate dating back to Netscape days Jim Clark ， Chairman of Netscape and early mentor Peter Thiet VC 


L and fell 。 州 board member at Facebook ； he and Andreessen have money in each other’s funds Pierre Omidyar eBay founder and board member John Doe it 

Kteiner Perkins Caufield & Byers VC and original Netscape investor Bill Campetl > Famed adviser and 一 coach" to Silicon Valley execs; board member of Netscape 
and Opsware Jim Breyer Aocel Partners VC and Facebook board member Don Graham Washington Post Co. chief and Face book board member 
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while the money raised in an IPO 
will go toward paying down debt, 
there's a lot of it left ： $7.9 billion. That 
makes it the most indebted chip compa¬ 
ny in the world. "It’s going to be difficult 
to find a way out from under thdr debt 
burden," says Gregory Fraser, an analyst 
with Moody’s Investors Service. "There 
are still a lot of clouds overshadowing the 
company that they have to move away 
from before investors can be convinced," 

Freescale's 2006 buy 加 t was the big¬ 
gest technology deal of the private-eq¬ 
uity boom. Then the financial crisis hit ， 
and Freescale was walloped by a combi¬ 
nation of bad news. As a major provider 
of chips used in the world's automobiles, 
Freescale suffered as car sales plummet¬ 
ed in 2008 and 2009. FreescaJe's single 
largest customer. Motorola, hemor¬ 
rhaged market share in the face of coni- 
petitian from Apple and other smart¬ 
phone makers. 

Beyer joined the company in March 
2 日 OS. (He says the CEO of another 
chipmaker asked him, "Why would 
you join such a crappy company?") He 
closed three factories and slashed the 
number of design centers around the 
world from 66 to 23 as sales dropped 
from $5 billion to $3.5 billion. To con¬ 
vince potential investors that Free¬ 
scale has bottomed out and is poised 
for a rebound, Beyer can point to three 
straight quarters of revenue growth, al¬ 
though the company is still in the red 
and reported an $18 million operating 
loss in the most recent quarter 

Beyer, who had boosted sales at 
chipmaker Intersil by S3 percent during 
his six-year tenure there, is now refo- 
casing Freescale on sectors where he 
believes the company can be a first- or 
second-place contender. Freescale’s 
applications processor is the main com¬ 
ponent in the two bestselling 巴 read¬ 
ers, Amazon,com's Kindle and Sony's 
Reader, and Beyer says FreescaJc chips 
will be in future versions of the devices. 
Freescale chips also power Ford Mo¬ 
tor's Sync, an advanced in-car enter¬ 
tainment system, 

"There wdsa. complacency in the 
organization," Beyer said. "That is 
not me. 1 was a Marine officer. I like to 
win. We're not a pushover anymore；" 

— Jasou Kelly and Ian King 

The bottom Hne Freescale, like other high-profiie 
oompQnms such as Skype. Dg 併 and Media, and Hufu 
is considering going pubHc in the next 12 months. 


Innovator ； ‘ 
Jimmy Lai 




Seen the animated clips of Tiger 
Woods or the Jet 团 ue guy? 

Lai’s quick-draw news operation 
made them—and there’s more 
where those came from 


Less than a day after JetBlue flight atten¬ 
dant Steven Slater made headlines witii his 
take-this-job-and-shove-it moment at New 
York’s JFK airport, a computer-animated 
version of the event appeared online. The 
video, which quickly garnered 600,000 
views on YouTube, was courtesy of Tai¬ 
wan's Next Media Animation. For about 
a year, the company-part of Hong Kong 
publisher Jimmy Lai’s empire, New Me- 
出 a—has been turning out computer ani¬ 
mations of current events, including ce¬ 
lebrity scandals, and local news. 

The animated news clip is the latest 
innovation from the controversial Lai. 
Born in southern China in 1948, Lai made 
his fortune as the founder of Giordano, a 
Gap-like retailer based in Hong Kong. Lai 
sold his stake in the company in the mid- 
1990s after his public insults of a Chinese 
premier jeopardized the company's pros¬ 
pects on the mainland. Lai then built a 
newspaper and magazine empire in Hong 
Kong and Taiwan. 

Three years ago, Lai decided his news 


stories needed to be more visual. "Images 
can transmit information so much faster," 
he says. He decided to start Next Media 
Animation (NMA) in Taiwan，a country 
with a successful video-game industry 
and a deep pool of animators. Persuading 
them to join wasn't easy, though. Many 
told Lai they needed two weeks to pro¬ 
duce an animated clip; he wanted it done 
in two hours, Lai managed to assemble a 
team 出 at spent months designing ways to 
speed up and improve the animation pro¬ 
cess. The company is building a stockpile 
of digital faces that can be inserted into 
videos. lt:，s also experimenting with gen¬ 
erating street scenes using images from 
Google Maps and is using a motion-cap¬ 
ture camera system to improve animation 
quality. "The hair has to be softer, the skin 
has to be more real/" Lai says. 

NMA planned to release its first video 
in early 2010. Then Tiger Woods took his 
SUV for that notorious late-night drive on 
Thanksgiving weekend. Lai’s team rushed 
out an animated dramatization of the crash 
and the subsequent revelation of Woods’s 
affairs. The video got iiiiHions of views an 
YouTube. By now, Lai has invested more 
than $20 million and has a 化 am of260- 
plus animators. The clips have helped to 
nearly quadruple 杠 affic for the website of 
Lai’s Hong Kong newspaper. Next Media 
had $210 million in revenue during the six 
months ended Mar. 10, up 9 percent over 
the same period in 2009, 

NMA has had its share of setbacks. Last 
year the company had to pay a $31,000 
fine after Taiwanese ofliciaLs found the 
sex and violence in some of its videos 
offensive. Taiwan regulators have yet to 
approve Lai’s application to start news 
and entertainment TV channels. While 
he awaits their decision, Lai is streaming 
Next Medians content online, planning TV 
show-length animations and moving into 
political satire. He's even hired an actor 
to impersonate Barack Obama's voice. © 
— Sruce Einhoni 


Breakthrough Animated clip of Tiger Woods’ notorious Thanksgiving ride 


Prior gig Founded Giordano, a Gap-like retailer based in Hong Kong _ 
Setback His company paid a fine for sex and violence in sorne of its videos 
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The Bloomberg Dealmakers Summit is an exclusive gathering of 
Wall Street’s biggest rainmakers in M&A and Private Equity. Join us 
as we look at deal flow，LBO and IPO activity in 2010, and go behind 
the scenes to examine the strategies behind some of the biggest 
deals of the year. 

Distinguished speakers include: 

David Rubenstein Tony James Jimmy Lee 

Co-Founder and Managing Director President and COO Vice Chairman, JPMorgan Chase & Co. 

The Carlyle Group The Blackstone Group Co-Chairman，JPMorgan Investment Bank 

Gary Parr Alan Schwartz Bob Nardelli 

Vice Chairman Chairman Chairman, NewPage Corp. 

Lazard Guggenheim Partners CEO, Cerberus Operations 及 Advisory Co. 


Space is limited. To request an invitation, visit: 

www.bloomberglink.com 
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Markets&Finance 

Private Equity Finds 
The Easy Money Gone 




KKFTs value for 
Energy Future 
Holdings, bought 
for $43.2 加帖 n 
in 2007 
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Value KKR assigns 
to itsfnv 狀 tmentin 
First Data, bought 
for $275 billion 
in 2007 


► Firms are having trouble attracting investors and putting cash to work 

► Fund-raising "was iikea lottery in which every ticket was a winner. That was loo good to be true" 


Hamilton "Tony" E James, president of 
Blackstone Group, the world’s biggest 
private equity firm, was in an office park 
in a Portland (Ore,) suburb last month 
trying to raise money fora new $13.5 bil¬ 
lion buyout fund. Instead of jumping at 
the opportunity to invest with a premier 
money manageiv members of the Oregon 
rnvestment Council, a $52 billion state 
employees，pension fund, grilledjames 
for almost an hour about the perfor¬ 
mance of Blackstone Fund V, launched 
in 2007, "That all sounds really great, 
and you probably raised money at the 
right time so you could go out and get 
deals，" said Katherine J. Durant，one of 
the council members. "That said, why 
does Fund V look so bad?" 

Durant's skepticism reflects a new 
era for private equity ： A year after the fi¬ 
nancial crisis subsided, the $2.5 trillion 
industry is finding that the easy money 
may be gone for good. 

Private equity firms pool money 
from investors to take over companies, 
usually with a mix of cash and debt, in¬ 
tending to sell them later fora profit. 


Buyout activity reached a peak in 2005 ， 
2006, and 2007, when firms complied 
deals valued at $1.6 trillion. 

Many of those deals have disappoint¬ 
ed investors, and more than $400 billion 
that private equity firms raised during 
the period has not yet been put to work. 
Pensions, endowments, and mutual 
funds have cut new commitments to 
buyout funds by more than half. Overall, 
private equity hinds raised $281 billion 
last year, 57 percent below the record 
$646 billion collected in 2007, according 
to London-based researcher Preqin. 

"From 2005 to 2008, firms pumped 
out profits in 24 hours, buying on 
Monday and selling on Tuesday；' says 
Antoine Drean, chairman ofTriagoin 
Paris, which helps firms raise money, 
"That made for fund-raising that was 


The industry isstill 
recovering from the boom 
years of2005-2007, when 
deals totaled $1 怎 trillion 


Iikea lottery in which every ticket was a 
winner. That was too good to be true" 
Owners now value at least 6 of the 10 big¬ 
gest deals done during the boom at or 
below cost, according to public disclo¬ 
sures and communications with inves¬ 
tors obtained by Bloomberg, Energy 
Future Holdings, the Dallas-based 
power producer formerly known as TXU, 
wsLs the largest buyout in history when 
it was announced in 2007, with a value 
of $43.2 billion. At the end of the second 
quarter, Kohiberg Kravis Roberts 
valued the company at BOd ： on the dollar. 

Harrah's, the world's largest casino 
company, was taken private by Apollo 
Global lyianagement and TPG Capi¬ 
tal in a $307 billion deal completed in 
January 2008. Apollo valued the invest¬ 
ment at 63 年 on the dollar ais of June 30 ， 
according to an investor presentation, 
KKR bought electronic payments pro¬ 
cessor First Data in 如听 for $27 -自 M- 
]k>n，including assumed debt. KKR is 
holding the investment at 60 年 on the 
doUar as of June 30. 

Potential investors arc reluctant 
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I to commit new money because private 
I equity firms are sitting on an estimated 
$469 billion m existing capital commit- 
I merits they haven't been able to invest, 
according to Preqin, Funds announced 
$128 billion in private equity deals ovlt 
the past 12 months, less than a fifth of the 
$668.5 billion announced in 2007, ac¬ 
cording to data compiled by Bloomberg. 
At that pace, it would take more than 
seven years to invest the existing com¬ 
mitments, assuming funds borrow half 
the purchase price. 

Deals that would allow funds to put 
money to work faster have fallen apart 
because investors are wary of over¬ 
paying. Elackstone, TPG, and Boston- 
based Thomas H. Lee Partners in May 
walked away from talks with Fidelity 
National Information Services ， a pay¬ 
ment services provider, over a $15 bil¬ 
lion buyout after the company sought 
I a higher price, say people briefed on 
the talks. 

Blackstone, KKR，and Carlyle Group, 
the largest firms, have responded to to- 
I day’s tougher conditions in part by ex¬ 
panding beyond buyouts. Blackstone, 
created by Stephen A. Sc:hwarzman and 
Peter G. Peterson in 1985, has cut its de¬ 
pendence on private equity to about 
II percent ofits fee income. The largest 
unit at the firm by assets now is one that 




includes funds of hedge funds, KKR is 
seeking fces from underwriting debt and 
stock offerings by companies it owns and 
investing in oil and gas, 

Still，stock market investors are 
wary. Blackstone’s stock has declined 
to 10.43 in New York Stock Exchange 
trading from an initial public offering 
price of $31 in 2007. Fortress Invest¬ 
ment Group has done worse, declin¬ 
ing 81 percent since going public in 
February 2007 - KKR, which has slipped 
4 percent since listing its shares in New 
York on July 15, canceled a planned 
stock sale an Aug. 9. The firm cited 
"unfavorable market conditions." 

Tony James ultimately wrung a 
$200 million commitment from the 
Oregon Investment Council for Black- 
stone's new fund. That was after the firm 
agreed to share more fee income,% a deal 
it later had to extend to other investors. 
Blackstone had previously cut the annual 
management be for the ftind to 1 percent 
from 1 . 扫 percent for investors with more 
than $1 billion in conimitmen 拉 . 

James says the times when investors 
accepted fund terms without question¬ 
ing are over. He recalls how, about a 
year ago, after the peak of the financial 
crisis, he and his partners sat down at 
the company’s New York headquarters 
and agreed that each of them would 
start calling investors regularly to check 
in, "We as an industry were lazy" James 
says. "We were unresponsive to our in¬ 
vestors- That world is gone；' 

— Jasort Kelly and CrisHna Alesci 

The bottom ii 只 e Private equlfy firms are adjusting to 
iife aftor th^ buyout boom, in which they 見巧 raising, 
spending, and earning tess money, 


Global Banks 

A Hurdlef or Deutsche's 
Heir Apparent 

、 Anshu Jain is in line to be its first 
non-German-speaking CEO 

''Based on performance' Jain is the 
crown prince" 

The appointment of Anshu Jain as sole 
head of Deutsche Bank's investment 
bank last month put him in charge of 
more than 80 percent of the company’s 
profit and reinforced his position as a 
front-runner to become chief execu¬ 
tive. One catch; He was born in India 
and doesn’t speak German, a potential 
handicap for an executive who must ne¬ 
gotiate the corridors of political power 
as well as global markets. "'Based on 
performance, Jain is the crown prince，" 
says Lutz Roehmeyer, who helps 
manage about $15 billion at Landes- 
bank Berlin Investment in the German 
capital. "But Deutsche Bank has a split 
personality-a global investment bank 
being run out of London and a German 
lender with a very political role. Any 
successor’s key challenge will be bridg¬ 
ing these two worlds/" 

Deutsche Bank’s board ducked the 
issue last year by extending CEO Josef 
Ackermann’s tenure for three years 
after failing to agree on a replacement. 
The Swiss-bom Ackermann ， 62, revived 
speculation about succession in May 
when he told shareholders that he's 
been holding "intensive'' talks on the 
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topic with supervisory board Chairman 
Clemens Boersig for months ， Jain, Act 
ermann, and Boersig declined to com 
merit for this article. 

Jain, 47, bom in Jaipur in Rajasthan 
state and educated in India and the 
U ， S，，joined Deutsche Bank 15 years ago 
from Merrill Lynch. He took over the 
debt sales and trading division in 2001 
and in 2004 was named co-head af the 


investment bank, with Michael Cohrs, 
who is retiring this year. Jam heiped 
build Deutsche Bank into a fixed-in¬ 
come powerhouse, more than doubling 
debt sales and trading revenue be¬ 
tween 2000 and 2009. The investment 
banking division generated 78 percent 
of the bank's pretax earnings in the 
first half of this year— 

Jain, who lives in West London with 
his wife and two childrea, studied eco¬ 
nomics at Shri Ram College of Com¬ 
merce at the University of Delhi, earning 
d bachelor's degree with honors. When 
he was 20, he followed his now-wife to 
the US-，where her family was moving. 
He enrolled in business school at the 
University of Massachusetts at Amherst. 
After earning a master's of finance 
degree in 1985, he started out as an ana¬ 
lyst at Kidder Peabody before moving to 
Merrill Lynch three years later 

These days Jain、trim and gray¬ 
ing, projects the poise ajid confidence 
of a se 过 sorted investment banker. His 
speech, direct and precise, still car¬ 
ries a faint Indian accent, A cricket 
player and golfer, he's competitive in 
both work and sport, colleagues say, 
and relishes opportunities to prove his 
doubters wrong. He held a stake in the 
Mumbai Indians，a cricket team, until 
selling it last year, 

The evolution of Deutsche Bank into 


a global institution runs parallel with 
Iain's career at the company. Since 1995, 
the year he joined，the proportion of 
_ revenue it derives 


■ 75 % 


Portion of 
Deutsche 
Bank revenue 
generated outside 
Germany 


from Germany has 
dwindled to 25 per¬ 
cent from almost 
70 percent, com¬ 
pany reports and 
presentations show, 
The slice of income 
the bank generates 
from trading qua¬ 
drupled to 44 per¬ 
cent during the 
same span. 




Now Deutsche Bank, with two- 
thirds of its workforce based outside 
the country，promotes hsdf as an in¬ 
ternational firm ： The word "global" ap¬ 
pears more than 200 times in its 2009 
annual report. On its website the com¬ 
pany refers to a "meritocratic tradi¬ 
tion and culture." About 54 percent 
of Deutsche Bank，s shareholders are 
based outside Germany, 

Yet it isn’t just another global brand. 
"The special thing about Deutsche 
Bank is that it carries the name of the 
country，" Ackermann said in a recent 
television documentary about him. 
‘‘We’re in a sense the representative of 
Germany around the world." Some in¬ 
vestors say that role may lessen Jain's 
chances to lead the bank. "In many 
ways, you're not just a banker but also 
an adviser to the government and in¬ 
dustry/" says Ulrich Hockcr, president 
of Germany’s DSW private sharehold¬ 
ers association in Diisseldorf. "1 mean, 
it is called * Deutsche' Bank, a 托 er aJl. 

It's impossible to be the Deutsche Bank 
CEO without speaking German. I’d rec¬ 
ommend a crash course/" 

Jain’s main rivals for the job are Chief 


Risk Officer Hugo Banziger, 54, a Swiss 
native who helped steer Deutsche Bank 
through the credit crisis without state 
aid, and Chief Financial Officer Stefan 
Krause, 47, who joined from Munich- 
based carmaker BMW in 2008, say two 
people familiar with the matter who 
declined to be identified. Banziger and 
Krause wouldn't comment, 

Nine of the country's 30 biggest 
public companies arc led by non-Ger¬ 
mans, including two—SAP and Frese- 
nius Medical Care-that have CEOs who 
speak little German. Deutsche Bank's 
management board holds its meetings in 
English, the company’s official language 
since the 索 9 billion takeover of New York- 
based Bankers Trust in! 视 9. 

jain，s role running the entire corpo¬ 
rate and investment bank, in which he 
will oversee advisory services and lend¬ 
ing to Germany's largest conipanies, 
as well as transaction banking, will put 
him closer to German customers and 
the politics surrounding Deutsche Bank, 
Not offering 时 n the top job risks driv¬ 
ing out the "best candidate'' and disap¬ 
pointing anaJysts and investors, 
says Peter Thorne, a London-based 


Slock Treiidr 

Utilities Lose Their Juice 

Utility stocks, often bought for their dividends, are lagging 
the broader market as measured by price-earnings ratios. 
One factor ： doubts about the extension of the Bush tax cuts, 
which included a big break for dividends , — Allison B 灼 weff 
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analyst at Swiss broker Helvea ： "If the 
German powers that be can’t see he's the 
best man for the job, that would be a sad 
day for Deutsche Bank and the German 
finance indi 化 try as a whole, 。 一 Aaron 
Kirchfetd and Jacqueline Simmom 

The bottom line Deutsche Sank (ncreasingiy pitches 
化細 f as a ghbat finandaf institution, but it may not be 
ready to appoint a nQn-Gertrmn-sp&afdng GEO. 
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The Bond Boom Shakes 
Up the Fund Industry 

- it helps Pimeo and Vanguard, hurts 
Fidelity and Janus 

- "Retail investors are still shocked 
by what has happened" 

Burned by two market crashes in a 
decade, investors have shunned stocks 
for the longest stretch in more than 
23 years, upsetting the balance of power 
in the $10,5 trillion mutual fund industry. 

Bond funds attracted more money 
than their equity counterparts in 
30 straight months through June , ac¬ 
cording to the Investment Company 
Institute, a Washington-based trade 
group. Preliminary data show the trend 
continued in July，matching the streak 
posted by bonds from 1984 through 
1987 - Bond funds pulled in $559 bil¬ 
lion from January 2008 through June of 
this year, according to ICl, while inves¬ 
tors pulled $209.4 billion from domes¬ 
tic equity funds and $24,4 billion from 


funds that buy non-U 点 stocks. "Retail 
investors are still shocked by what has 
happened in the past two years," James 
Kennedy, chief executive officer of fund 
manager T. Rowe Price, 紛 id in July 
after releasing second-quarter earnings 
that fd】short of analysts’ estimates. 

The shift is pressuring asset man¬ 
agers, especially eq 山 ty-/ocused firms 
such as Janus Capital Group and 
Capital Group, because bond funds 
charge investors about 20 percent less 
in fees. The average stock fUnd collects 
76 年 in fees for every $100 invested, 
compared with 6H for bond funds, ac¬ 
cording to Denver-based fund research 
firm Upper. 

Among the big winners are bond 
specialist Pimeo and Vanguard 
Group ， whose index stock funds have 
become popular alternatives to ac¬ 
tively managed portfolios. Only 1 of the 
10 best-selling mutual funds in 2010, 
the $117 billion Vanguard Total Stock 
Market Index Fund, invests exclusive¬ 
ly in stocks, according to research firm 
Mornings 拉 r. 比 s success shows that even 
when investors put money into stocks, 
they prefer index-based funds over 
those that arc actively managed. 

The impact can be seen in return 
on eq 山 ty, a measure of profttability, 
reported by publicly traded asset man¬ 
agers. AtT. Rowe Price, ROE fell to 
22 percent in the second quarter from 
26 percent in the fourth quarter of 2007, 
the last period before the bond-dom- 
inance s 杠 eak began. At Franklin Re¬ 
sources, which manages $603 billion 
in the Franklin and Templeton funds, 
among others, ROE declined to 19.5 per¬ 


cent from 2 日 percent in the second 
quarter. Equity funds dropped to 41 per¬ 
cent of assets, from 59 percent. 

Janus, with 93 percent of its $147 bil¬ 
lion in assets in stocks, "has probably 
been hurt the most," says Jonathan 
Casteleyn, a New York-based analyst 
for Susquehanna Financial Group. 

The Denver-based company earned 
$61.5 million in the first half of this 
year, down 27 percent from the same 
period in 2007. Equity as 化 ts 化 !1 28 per¬ 
cent during the 30 months through 
June as investors pulled $3.9 billion 
from its stock funds, and the decline in 
stock prices reduced the value of exist¬ 
ing holdings. Janus" return on equity 
climbed to 12.1 percent in the June quar¬ 
ter from 5.S percent in the final three 
months of2007, when earnings were 
depressed by a writedown of the value 
of a printing unit. Spokesman James 
Aber declined to comment. 

The popularity of bond funds 
plays to the strength of Pimeo, whose 
$!.l trillion in assets includes just 
东目 00 million in stock funds. It attrad:- 
ed 串 40-2 billion in the first half of 2010, 
more than any other fund company ， 
according to Morningstar. Pimeo Total 
Return, run by Bill Gross，had deposits 
of $20.9 billion in the period, the most 
for an individual fund. The $239 billion 
portfolio, the world's biggest, returned 
5.8 percent in the ftrst half, compared 
widi a loss of 6A percent by the aver¬ 
age stock fund. 

American Funds, part of Los Ange¬ 
les-based Capital Group, had $4S,S bil¬ 
lion in withdrawals from stock funds in 
the 30 months ended in June, more than 
any other fiind firm, according Eo Mom- 
ingstar. Fidelity Investments experi¬ 
enced 串 48-1 biliion in withdrawals from 
its stock funds in the 诚 -year period, the 
second most after American Funds. 

Jim jessee, president of the fund 
distribution unit ofMFS Investment 
Management, says it may bike a major 
market rally to get investors back into 
stocks. ^^Unfortunately, my gut tells 
me the market will need to go up 30 to 
50 percent，" he says. John Sweeney, an 
executive vice-president at Fidelity，says 
hanging back could be costly; "Someone 
who is waiting for stability is likely to 
miss out on the upside." — Cfuw'ks Stein 

The bQttom fine Investor^' preference for bond 
funds has put p 巧巧 we 口 n earn 邮 s 日 f companies 
化百 t spec 触巧 in stock funds. 


A fondness for fixed income 

MutiiaJ fund investors have been shunning stock funds while showering money on bond funds ， 
j n — Wet new cash in 2010 
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Credit Markets 


Why Malaysia Rules in 
Islamic Finance 

> Kuala Lumpur dominates the 
market for sukuk 

r- Financial centers in the Gutf should 
•"replicate what Malaysia has done" 

Bonds, home mortgages, and other fi¬ 
nancial assets that comply with [slamic 
Jaw, which prohibits the charging or 
paying of interest，have gained in popu¬ 
larity throughout the Muslim world* 

A lot of high-paying jobs and national 
prestige are up for grabs for the coun¬ 
try that can position itself as the hub 
of global Islamic finance. Persian Gulf 
states such as Saudi Arabia, the United 
Arab Emirates, Qatar, and Bahrain have 
sought to build out their financial-ser¬ 
vice sectors to accommodate the ex¬ 
panding demand. However, the real 
action these days isn't taking place in 
the Gulf but in Asia-espedally in Ma¬ 
laysia's capital city of Kuala Lumpur, 
Islamic bonds, orsukuk^ pay holders 
a share of the i 化 uer's profits rather than 
interest. For instance, a sukuk holder 
might have a claim to a portion of toil 
revenues from a highway project. This 
year, in 比 madonal borrowers have sold 
$9.8 billion of [slamic b 加 ds，with 72 per¬ 
cent of that being issued in Malaysia, ac¬ 
cording to data compiled by Bloomberg. 


In the Gulf, $2.5 billion of sukuk have 
been issued so far this year. That's down 
24 percent from the comparable period 
last year and is the slowest pace since 
2005. The real estate bust in Dubai and 
last year's default of sukuk issued by 
Saad Group, a Sau 出 Arabian conglom¬ 
erate, and Kuwait's Investment Dar, an 
investing firm that owns half of British 
carmaker Aston Martin ， have made in¬ 
vestors a lot more cautious. They now 
demand a risk premium on sukuk issued 
by regional borrowers. "The increased 
risk aversion and wider spreads have 
made it a relatively expensive time to 
borrow in the Gulf Arab region，" says 
Khalid Howladar，a Dubai-based senior 
analyst at credit rating agency Moody’s 
Investors Service. 

Worldwide, assets that comply with 
shariah (Islamic law), including depos¬ 
its at Islamic financial institutions, were 
pegged at $950 billion by Moody’s and 
could grow to $L6 trillion by 2012, ac¬ 
cording to the Kuala Lumpur-based Is¬ 
lamic Financtai Services Board and 
Jeddah-based Islamic Development 
Bank. To get a piece of that growth. 
Gulf and Asian governments have 
launched state-owned [slamic banks. 
Big global lenders such as HSBC Hold¬ 
ings, Citigroup, and Singapore's DBS 
are also chasing this business via sukuk, 
如幻 rich-approved home mortgages ， 
and exchange-traded funds，among 
other products. 

Both Malaysia, where more than 
60 percent of its 28 million people are 


Muslims, and Indonesia, home to at 
least 192 million Muslims, have pushed 
hard to expand their [slamic finance 
sectors and attract foreign financial 
firms. Malaysia seems to have the edge 
at the moment. Saturna Capital, the 
biggest s/iamh-compliant equity fund 
manager in the U.S-, set up a unit in 
Kuala Lumpur, as did japan's Nomura 
Securities and India's Reliance Capi¬ 
tal Asset Management. Malaysia last 
year introduced an online trading plat- 
forni for murabahah transactions, in 
which banks and companies buy and 
sell commodities based on a price that 
includes an agreed- 叩 on profit margin 
that complies with shariah principles. 

These moves have helped Malaysia 
make big strides in developing a highly 
liquid and deep bond market thafs 
more attractive to governments and 
companies Interested in raising money 
than rival Gulf financial centers. "Until 
some of the Gulf countries can replicate 
what Malaysia has done in terms of the 
success of the domestic bond market, 

1 think you'll continue to see volumes 
of sukuk hi Asia significantly higher 
than in the Middle East," says Moham¬ 
med Dawood ， dire 订 or of debt capital 
markets at HSBC. —Dana El Bakafi end 
Soraya Permatasari 

The bottom /rne Koa/a Lufjjpt/r has trumped Guff 
fimnei 身 i centers and now 化 e global 

market forlstamic bands. 


Economic Outlook 

A Surge in Commodity 
Stocks Signals Strength 

Investors in food, chemicals, and 
metais bet on recovery 

> Trading at a premium 

S&P materials index p-e 

mtmBfEtrrr-- 化珠 

S&P 500 p-e _ 

14.2 

DATA ： BLO 加化 Eft 杠的 OFS 巧 0 

For all the signs of a slowdown in the 
U.S., investors are snapping up com¬ 
modity stocks in a bet against a double¬ 
dip recession. The 32 mining compa¬ 
nies, seed makers，and chemical 
suppliers in the Standard 底 Poor's 
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500 Materials Index rose 10 percent 
from the end of June to Aug, 20, while 
the broader S 及 P 500 index climbed 
4 percent. The gains pushed the stock 
prices of the companies that make up 
the materials index to an average of 
17.4 times annual profits，the highest 
price-earnings ratio of any industry, 
data compiled by Biooiiiberg show. 

Premium valuations for companies 
such as Dow Chemical and Allegheny 
Technologies preceded general stock 
market rallies in the past，as demand 
for raw materials signaled growth 
throughout the economy. "If the market 
really believed the double-dip story … 
materials stacks would not be doing 
this well, that's for certain," says Nicho¬ 
las P. Sargen, chief investment officer 
at Fort Washington Investment Advi¬ 
sors in Cincinnati, which manages more 
than $30 billion. 

The Reutcrs/Jefferies CRB Index af 
19 raw materials has gained 3.6 percent 
since the end of June, led by wheat, 
which climbed 42 percent as droughts 
in exporting countries threatened to 
reduce supplies. Sugar rose 21 percent 
as delays worsened at ports in Brazil ， 
the world's biggest exporter. Copper 
and cotton rallied 12 percent, according 
to data compiled by Bloomberg. More 
than $165 billion in takeovers of raw ma¬ 
terials producers have been announced 
this year through Aug, 20, the most 
since 2007, according to Bloomberg. 

Strength in commodities is "an im¬ 
portant leading indicator，" says 白 nice 
McCain, who oversees $25 billion as 
chief investment strategist at the pri¬ 
vate banking unit of KeyCorp in Cleve¬ 
land. "The strength we see in some of 
those (commoditiesl is good reassur¬ 
ance there is more underlying economic 
strength than had been feared；" 

Not everyone agrees. David Rosen¬ 
berg, chief economist at Gluskin She 斤 + 
Associates, believes the probability of a 
second recession in three years is great¬ 
er than 郎 percent. Rosenberg says the 
surge in commodity stocks reflects grow¬ 
ing demand from ''the most dynamic 
part of the global economy right now ， 
which is emerging Asia/" That surge, he 
adds, doesn't nccesvsarily reflect pros¬ 
pects for growth in the U.S. and Europe. 
—Kelly Bit and Elizabeth Stanton 

The "ne Investors' enthusiasm for 

commodity stocks may be stgnaling that the US. 
economy wor)^t fa// back into recession. 
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Collectibles 


A Montblanc fountain pen covered in a white-gold web and known as the Magic 旦 I Black Widow fetched an 
auction high of $20,740 at Bonhams in New York on Aug—19, topping an 這 IS.OOO presale low e 呈 timate. A 
hand-p 旦 int&d Krone pen with a piece of the Great Wall of China set in the cap went for $5,795 - The event 
took in a total of 這 517,780, short of the $650,000 pre-aucti 加 estimate. 



Theater 


The Addam 己 Family^ a Broadway musical starring 
Bebe Neuwirth and Nathan Lane (abo 础 is boom¬ 
ing at the box office, with an average ticket pri 亡 e of 
$114. The S16.5 mill bn production opened in April 
to mostly negative reviews but trails only The Lion 
King (Sl22) and Wicked (S120}, two established 
hits, in average price. 


Packaging 


Pactiv, the maker of 
Hefty trash bags, 
agreed to a $6 billion 
takeover offer from 
Rank Group. The deal 
is the biggest yet for 
Rank's owner and New 
Zealand's richest man, 
Graeme Hart, who has 
amassed a fortune in¬ 
vesting in businesses 
from lumb 白 r to dairy. 
Pactiv makes takeout- 
food containers, dis¬ 
posable cookware, and 
garbage cans，pulling 
in 定 3.4 bifli 加 in sales 
last year. 



Microchips 


$77b« 

Price that Intel, the 
world's largest micro- 
chip maker, agreed to 
pay for security soft¬ 
ware company McAfee. 
The 定 48 per share 
cash offer is a 60 per¬ 
cent premium to the 
price of McAfee shares 
before the deal was 
announce 吐 Analysts 
expect Intel to begin 
weaving security soft¬ 
ware directly into its 
chips in an effort to 
speed up processfng 
and help crack the 
mabile-phone chip 
market. 


Government Bonds 


Texas sold $7B bil- 
ifofi in one-year bonds 
on Aug . 己斗 to pay for 
schools and help cut 
an 這 18 billion deficit. 

It was the state's larg¬ 
est sale of short-term 
notes in six years. The 
notes paid a r&cjqrd low 
average interest rate 
of .34 percent, down 
.1 percentage point from 
last year’s average. 


Banking 


First Niagara said it will 
buy New Alliance for 
本 1-5 billion. The deal is 
the biggest merger of 
U S- lenders since Oc¬ 
tober 200S. It adds SS 
New England branches 
to First Niagara's more 
than 250 in New York 
and Pennsylvania. 


Energy 


$g.6bn 

Indian state-run energy 
companies may coun¬ 
ter Vedanta s $9.6 bil¬ 
lion bid for the oil ex¬ 
ploration outfit Cairn 
India, Vedanta, the 
mining company con¬ 
trolled by billionaire 
Anil Agarwai, agreed 
加 Aug. 16 to buy as 
much as 60 percent of 
Cairn's India unit to gain 
access to the coun¬ 
try's biggest onshore 
oil field. According to 
旦 source familiar with 
the matter, Indians oil 
ministry has instructed 
Oil & Natural Gas to 
study the possibility of 
m 月 king a counteroffer. 




Memorabilia 


An anonymous buyer paid 窜斗 7,500 for the Dharma 
Van, a Volkswagen Type 2 used in the production 
of ABC's hit drama Lost The van lopped a two- 
day auction of "00 props and costumes from the 
series, which ended in May. Profiles in History, the 
dealer that hosted the event, says sales far exceed¬ 
ed pre-auction estimates. 
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# Enterprise 


Quinn says 
a partne 陌 hip 
with G£ could 
give E-Fuel 
a big boost 



Wanted; Big Ideas 
From Small Fry 


► Giants such as GE and PepsiCo are sponsoring competitions that let startups strut their stuff 


> "If s a different way of thinking about innovation" 


Tom Quinn isn’t the kind of entrepre¬ 
neur who needs help getting his ideas in 
front of the right people. He's a former 
president of networking software maker 
Novell ， and he invented the motion- 
controller technology behind Ninten¬ 
do's Wii while running a company ca!]cd 
Gyration, where he raised $40 million in 
venture capital So why is he pitching his 
latest idea-a portable system to convert 
food scraps and other waste into 订 ha* 
nol -加 a website frequented by base¬ 
ment tinkerers and dorm-room startups? 

Quinn's E-Fuel is among more than 
1,000 companies, inventors, and stu¬ 


dents vying for funding in a General 
Electric contest called the ecomagina- 
tion Challenge. A half-dozen winners 
will 萨 t cash prizes of up to $100,000. 
More significantly, GE and four venture 
capita] firms plan to invest $200 Tnillion 
in the best dean-tcchnology ideas en¬ 
tered in the contest. 

A partnership with GE could give 
a big boost to 巨 -Fuel, which now has 
25 employees and has sold 50 of its bio¬ 
fuel systems. (They retail for $10,000, 
though a 50 percent federal tax credit 
can cut the cost in half.) Quinn says 
GE could manufacture the machines 


at lower cost and deploy its army of 
salespeople to get E-Fuel’s products to 
customers worldwide. "I think we’d be 
a Tnultibillion-dollar company," Quinn 
says, "And I’m a guy that’s created mul- 
tibillion-dollar companies." 

G 巨 ’s contest is one of at least a 
dozen similar programs sponsored by 
corporations casting a wider net for 
new business ideas, in the process 
creating opportunities for entrepre¬ 
neurs. Such contests have "just ex¬ 
ploded " says Jay Rao, a professor of 
innovation at Babson College in 
Wellesley ， Mass. Cisco Systems, 
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Ne 讯 ix, and PepsiCo have launched 
competitions to incorporate outside 
ideas into their businesses, oflenng 
winners cash prizes or partnership op- 
portuniti 化、 Procter & Gamble, Star- 
bucks, Dell, and others have pages on 
their websites where entrepreneurs or 
customers are encouraged to suggest 
new products. P&G says it has licensed 
more than 1,000 ideas through its open 
innovation program, including some 
ijubmit 比 d via its website. 

GEis tiiG first to meld an open call 
for ideas with such a large commit¬ 
ment to invest in outside companies. 
Anyone is welcome to submit ideas on 
the ecomagination website% and the 
public and competitors can scrutinize% 
comment, and vote on them. After the 
contest closes in September, GE and 
its venture capital partners will choose 
the businesses they want to invest in. 
Beyond funding, GEmay offer entre¬ 
preneurs the chance to work with its re¬ 
searchers or to develop or distribute a 
product jointly. GE aims to commercial¬ 
ize ideas faster than startups could on 
their own, says Steve Fludder, the exec¬ 
utive overseeing the challenge. "We can 
kind of bolt them onto our 串 40 billion 
energy business " he says. 

PepsiCo's competition, launched in 
June, was designed to find digital mar¬ 
keting partners for the company. From 
more titan 500 entries, the food and bev¬ 
erage giant chose 10 social media and 
mobile marketing startups 阳 work with 
PepsiCo brands. *Mt，s a whole new way 
of potentially par 扣 eniig," says Bonin 
Bough, PepsiCo's 出 rector of social and 
digital media. 

Some entrepreneurs worry about 
divulging too many secrets or giving up 


their rights- While GE makes no claim 
on the intellectual property submitted 
toils contest, Cisco retained the rights 
to license technologies entered in its 
two iPrizc competitions, which offered 
葉 250,000 for ideas that might lead 
to new lines of business, ^You have to 
be incredibly careful about what in¬ 
formation you put out there and what 
you don’t," says Tim El!crt, one of four 
partners behind Wireless Automa¬ 
tion Solutions in Oxford, England. 
When the company entered its low-cost 
system for monitoring and controlling 
home power usage in GE，s challenge, 
EllcTt edited his business plan to 
remove details he won’t share without 
a nondisclosure agreement. Still, he 
believes his company has benefited 
from the critiques he has received on 
the website, and he says that even "if 
啡 c don’t get to the next round, already 
it's been worth the effort" 

Running such contests also scares 
some executives in corporations more 
accustomed to keeping their research 
efforts secret. They 担 ar that working 
with outsiders could give rivals a 
sense of what's happening inside their 
corporate labs, says Marthin De Beer, 
who oversees Cisco’s competition. 

"A lot of people's hair stands on end 
inside of these big companies because 
they immediately think of intellectual 
property leakage " De Beer says. "It’s 
过 different way of thinking about inno¬ 
vation ： closed, locked down behind 
corporate walls, vs ， ‘Let's open it up 
to anyone with a great idea.," 

— John Tozzi 

The bottom line Gtobai corporations am flndmg 
new i^ays to scout out bus'n 谷 ss id 色 as, creaUog 
oppo/tunU/s 宜 for erttrepm 。 掛化百 ― 


Insurance 

Small Companies Skip 
The Health Tax Credit 



► The income threshold makes many 
of them ineiigibKe 


► The health-reform bill '1s just not 
doing what we had hoped" 

Sales are off by 20 percent this year at 
Image Computer, which repairs print¬ 
ers in suburban Detroit. So {Resident 
Steve Olis is worried about whether he 
can continue paying the $71,000 a year 
it costs him to provide health insurance 
for his employees. 

The Obama Administration's amwer 
for Olis and other small-biLsiiiess owners ： 
a tax credit of as much as 3 日 percent of 
the insurance premiums they pay for 
employee medical coverage, a signature 
part of tile health-care reform bill signed 
into law in March, [mage Computer, 
however ， doesn’t qualify for the credit 
because Olis pays his IS employees an av¬ 
erage of $55,600 annually, and compa¬ 
nies with average salaries above $50,000 
aren't eligible, "At some point 1 can't do 
this any longer/" Olis says of his rising 
health-care premiunis. 

Eager to promo 比 the new small- 
business tax credit, the government this 
spring mailed 4 million eligible com- 
pajiies postcards with highlights of the 
program. The response has been tepid, 
according to insurance brokers who sell 
small-group policies. The reason, they 
argue, is that the credit starts to phase 
out for companies that pay average 
annual wages of more than 串 25,000 or 
employ mare than 2 目 workers. The value 
of the benefit declines quickly, so many 
business owners in high-cost states get 
no tax break, and those elsewhere often 
say the credit is too small to make much 
of a difference. Sales of health plans have 
gotten "very little traction so far," 占 ays 


Unsolicited Advice 

Martin Varsavsky, serial entrepreneur and angel investor 

Arrogance protects you from the naysayers who will 
try to put your business idea down. You have to say to 
yourself, ‘I believe in what I am doing.’ If you listen to 
everybody, you wouldn't do your idea, because they 
would tell you about everything that could go wrong 
with it-1 only gave up on one of my seven companies, 
f made a big mistake because I didn't trust my uvm 
judgment, it's about sticking with your crazy idea 
until if’s worth a lot. You put skin in the gamt and 
you fight hard Sometimes it’s borderline madness," 



Varsavsky is the founder 
of Viatel, Jazztel, 
Ya.com, and wireless- 
sharing company FO 化 
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Starting a Business 

The Hassle Factor Across the Globe 

When it comes to launching a new venture, regulations vary from country to country. In its latest 
annual Doing Business report, the World Bank ranks 183 economies. Here are the countries where 
it’s the easiest to start a business-and where it's the toughest. 


Hardest 


Country Procedures 

Time 

(days) 

Fees & Le^al Costs 

(% ofper capta income) 

Cameroon 

12 

34 

121.1 

Iraq 

11 

77 

75.9 

West Bank and Gaza 

ll 

49 

55 

Djibouti 

11 

幽 

195.1 

Equatorial Guinea 

20 

100-4 

Guinea 

13 

41 

4 脚 2 

Haiti 

13 

195 

細 J 

Eritrea 

13 

84 

',76.5 

Chad 


7 日 

176.7 

Guinea-Bissau 

16 

213 

323 


亡 dS 化苗 L 

Country 

Procedures 

Time 

Fees & Legal Costs 


恤句 

(% of per capilo income) 

New Zealand 

1 

1 

0.4 

Canada 

1 

5 

0.4 

Australia 

1 

2 

0.8 

Singapore 

3 

3 

0.7 

Geo 助 a 


3 

3.7 

Macedonia 

L5 

4 

2,5 

Belarus 

5 

扫 

1.7 

United States 

6 

扫 

0.7 

Ireland 

4 

13 

0-3 

Mauritius 

5 

扫 

4.1 ! 


Amendments to 
Macedonia’s labor 
code have made 
it easier to use 
contract workers 


New Zealand officials 
bavejii 幻 If) minutes 
to approve certain 
documents before 
their supervisors are 
notified of the delay 


In Equatorial 
Gititiea, new 
busines’ses must bt 
approved by the 
Prime Minister 


Getting a building 
permit in Haiti 
takes an average 
of more than 
three years 


Note ： The Doing Business 2010 index ，订 "fcs 巧,？ comtri 说 on t 打 factors s^ch as the number of 於 rmiK and other fjHmjuonf need 細的 ‘ 訂 orf 口 

busfHPK; the W 化冉 h t 幻 k 份 白 e/o 俗口 co 併 p 口 ny can op 饥 its doot •勾 legal costs and feesfor obtaining iic^^ses tmd perm! ■拉 f 仏 s 口 pm：erm 这 e ofp^ capita f 口 com 句 ; 
and the minimtitn capital for Man irtg a bttsme^iA. 


DATA ： WORLD SANK GROUP, DOi/J& 凸 U 且 /NtSS 卽柏 


.fames Stengcr, director of business de¬ 
velopment for Benef itMall, which sells 
small-group plans in New Jersey. 

Stenger says most of his dien 怯 pay 
their workers more than $25,000 a year, 
so the average tax credit he's seeing for 
the few who qualify is about 10 percent 
of the cost of the policy. That's less than 
$200 per worker-not enough to spur 
many business owners to start providing 
coverage. Brokers aciros the country 
report a similar response. JLBG Health 
in Warrenville, HI., contacted 460 small 
businesses about the tax credit. Roughly 
40 percent were eligible, though only 
seven of those companies qualified for 
the fill] benefit. Not one of the 400 New 
England employers served by Hamp¬ 
stead (N.H.)-based Landmark Benefits 
\s eligible, the broker says. The legis¬ 
lation "is just not doing what we had 


hoped," says Steven Sclinsky, the inconi- 
ing president of the National Associa- 
don of Health Underwriters. 

US. Small Business Administration 
chief Karen Milk says complaints about 
the tax credit are premature. 'This is all 
still In anecdote land," Mills said in an in¬ 
terview. She maintains that the income 
cap was needed to keep a lid on the cost 
of the tax credit and that the people with 
the greatest need-low-paid workers at 
the smallest companies-will be able ta 
get coverage. Companies "want to pro¬ 
vide health insurance [bccaase] they’re 
losing good employees when they don’t," 
Mills says. "The math says fthe program] 
is likely to be positive." 

One company that has had success 
selling policies under the program is 
Blue Cross and 团 ue Shield of Kansas 
City, which launched a marketing push 


to promote the tax credit when the Jaw 
was enacted. Although less than a quar- 
ter ofsmaU businesses in the Kansas 
City area qualify for the credit, the ad 
campaign paid off. 則 ue Cross has sold 
227 plans to small busin 化沈 s in the past 
tlirce months-SO percent more than m 
a typical three-month period, says Tom 
Bowser, chief executive officer. Now, 

Blue Cross affiliates in other s 枯 tes are 
hoping to replicate the Kansas City mar¬ 
keting stra 比 gy-a combination of print 
ads，radio spots，and direct mail explain¬ 
ing the program's advantages* The suc¬ 
cess "is tangible evidence that this leg¬ 
islation Ls having some effect，" Bowser 
saysj "and we’re cashing in on it." 
—David Lerman and Liz Smith 

The bottom fine Many smatf businesses can't take 
ad 阳 Wage of a tax credit designed to reduce the 
co^t of providing health insurance. 
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COMCAST BUSINESS CLASS 

LESSONS LEARNED 


Lesson 4: Finding Expansion Financing 


"I could wallpaper my living room with all the rejection letters l，ve received from 
banks," says Duke Moscrip, who with his son, John, owns six Duke’s Chowder 
House restaurants {www.dukeschowderhouse.com) in the Seattle area. Fortunately, 
he ignored those rejections and kept knocking on doors to find a financing partner 
who believed in his restaurant concept Just because one person says no does 
not mean your business can't be successful, says Moscrip, who persisted and 
now has a veritable chain of thriving ventures. However, there is a process that 
can boost your odds of success in securing the funding you need. 



Know your business inside and out 

Given that landing expansion financing is hard to do, says 
Healy Jones, a former venture capitalist and current vice 
president of marketing for OfficeDrop (www.offiGedrop.com), 
a digital filing system based in Cambridge, Mass., "make 
sure you understand your business really 邮 ell." That means 
knowing what your costs are ne 召 r-ternrii how you'll use the 
money you raise and how the infusion of cash will impact 
the company’s growth, hs says. Additionally, according to 
Jones, "as you're figuring out how much money you need ， 
you also have to figure out whether this is the last money 
you’ll ever need or the first of many investments •，’ 

To make your case, you’ll want to prepare a 12,20- 
page PowerPoint presentation with attached financials, says 
Jones, A concise presentation is today’s version of a massive 
business plan, which few investors take the time to read. 

Identify the right type of investor 
After determining how much money your company needs, 
begin the process of identifying likely sources of capital. If 
you are after equity funding, you will want to zero in on the 
particular types of firms most likely to bs interested in your 
Industry and size investment. Jon 故 explains that the equity 
markets are fragmented now，into angels，super angels ， 
micro-VCs, and growth investors rather than the all-encom- 
pasaing venture capital firm of the past. "One of the most 
useful online resources for companies looking for angel 
investments or venture capital investments is VentureHacks 
{venturehacks.com), he recommends. 

"Entr@pr 色 neurs are actually excited 
to provide help and introductions for 
fellow business owners," 

Connect with fellow entrepreneurs 

Once you identify investment firms you want to meet with, 
use Linkedin (wwwJinkedin.com) to find the names of 
specific people to contact, as well as mutual acquaintances. 
"Warm Introductions are always best," advises Jones, MeetUp 
(www.meetup.com) is another starting point for finding local 
small business organizations and networking groups ， 

"Entrepreneurs are actually excited to provide help and 
introductions for fellow business owners," says Jones，so 
go where investors and entrepreneurs gather. By getting 


Involved in the local entrepreneurial ecosystem you will gel a 
怡 el for who the right potential investors are in your market. 

Find an SBA-friendly bank 

But not all entrepreneurs are after equity funding. Asa 
former stockbroker, Moscrip has the advant 網毎 of knowing 
how to raise money and has used a number of vehicles to 
fund his many ventures, from limited partners to personal 
funds to banks. Today, he believes Small Business Admin¬ 
istration (SBA) loans are the dominant source of expansion 
funding. "It's the best one," he believes. 

He advises finding a local bank that routinely provides 
SBA-backed loans and then identifying an SBA expert 
within that bank to improve your odds of being able to | 
negotiate a deal. But most important, he says, "be deter- | 
mined, believe in yourself and work hard/' and your odds of | 
success rise exponentially 宣 

単 

For more tips on running your small business and how Comcast I 
Business Class can help.visit www.business,comcast.cofn, I 



PTOPLE FAST 



INTERNET FASTER THAN A T1 MEANS WE SPEND 
OUR DAYS WORKING, NOT WAITING. 


With Comcast Business Class，we get reliable Internet that’s up to 33 times faster than DSL and a T1 line. We have 
phone service that’s rated #1 in call clarity and our own dedicated local account team that provides support 24/7 ， 
Now we’re not a small business, we’re a fast business. 


800-391-3000 I busines5.comcast.com 


(Comcast 

^ 打 I icinacc 


Business Class 


Restrictions apply. Not available in ail areas^'^ed comparison between Comcast Business Cl 巧 s Deluxe 50 Mbps Internet 州 rvice and stan 舶 rd 1 •日 Mbps DSL 
and TUervice (downi 烟 ds only). AciuaUpeediS 聲 y 一 


Wave 6 study, Comcast © 2010, All rights reserve 
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Immigration 

Why If s Getting Harder 
To Hire Foreign Workers 

► Small companies say the U.S. is 
tightening visa guidelines 

► "The new rules are... anti-employer 
on almost every level" 

Maureen Torrey，the llth-generation 
owner of a vegetable farm in upstate New 
York ， doesn't have much in common with 
Atuljain, the New Delhi-bom founder of 
14-year-old Global Software Solutions ， 
an IT consulting firm outside Washington, 
D.C. Yet both say they're suffering from 
an increase in government obstacles to 
hiring foreigners. "We’re in a crisis situa¬ 
tion as we sec no action by Washington,” 
says Torrey, 58, who recently cut back the 
land she plants by more than 10 percent ， 
to 6,700 acre;；- 

For years both companies have hired 


foreigners on temporary visas because 
they say they cant find Americans with 
the skills they need. Now they’re strug¬ 
gling because it’s getting harder to obtain 
visas for potential employees. Torrey 
Farms has lost money for the past two 
years because Torrey says she can’t bring 
in enough workers to tend her crops. 

Jain says sales will be flat this year and 
he may have to send work overseas. 

"We let opportunities go, our workforce 
shrank, and our profit and revenue have 
gone down，’’ says Jain, 44, who can’t find 
Americans with tech skills and the desire 
to spend months at far-flung job sites. 

Companies had hoped comprehen¬ 
sive immigration reform would make 
it easier to hire foreigners. In the ab¬ 
sence of action by Congress, though, the 
federal agencies in charge of approv¬ 
ing employment visas are making them 
harder to get, according to immigration 
lawyers and advocacy groups. The ad¬ 
vocates argue that businesses seeking 
to legally bring in temporary workers 
from overseas are being hurt by tighter 


enforcement of regulations by officials 
who handle visa applications. Robert 
Groban，an attorney with law firm 
EpsteinBeckerGreen in New York, says 
the agencies are under pressure due 
to worries that "foreign nationals are 
taking the place of US. workers，" and 
are reacting to the political climate. [T 
consultant 抽 n’s response: "The econo¬ 
my will not improve just because foreign 
workers can’t come." 

Small businesses are particularly 
hard-hit because they lack the resourc¬ 
es large companies have for manag¬ 
ing visa applications and because it\s 
harder for them to set up foreign op¬ 
erations to take advantage of cheaper 
labor abroad. "There’s a new attitude 
[that is] arbitrary and capricious at 
best, hostile at worst" at all visa levels, 
says Tamar Jacoby, president of advo¬ 
cacy group ImmigrationWorks USA. 

"If you’re running an agricultural op¬ 
eration and these 30 workers are your 
whole season, it\s a big obstacle." 

The U.S. Citizenship & Immigration 
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In the past two years the agency 
has issued at least a half'-dozen direc¬ 
tives regarding temporary work visas. 

In January，for instance, it sent a memo 
to its officers that effectively prohibits 
tech staffing firms，which provide pro¬ 
grammers to corporations, from bring¬ 
ing in foreigners on H-IB visas. In June 
two trade groups and several IT staffing 
outfits filed a lawsuit alleging the new 
policy would destroy their business. 
Farmers, meanwhile, say recent rule 
changes on H-2A visas have made it 
harder to bring in legal workers. In the 
past three years regulations governing 
H-2As have changed three times，notes 
Craig Regclbrugge, government rela¬ 
tions chief at the American Nursery & 
Landscape Assn. He says fees and other 
costs could double next year. "The 
new rulesr Regelbrugge says, "are fun¬ 
damentally anti-employer on almost 
every level" —Nick Leiber 

The 巧 o/n tin& The federal agencies that approve 
visas are making 化 harder for smal/ companies to Nre 
foreigners, immigration lawyers say. 


Service says no crackdown is afoot. "We 
haven’t changed the way that we do our 
business over the course of the past few 
years/" says agency spokesman Christo¬ 
pher Bentley. Yet government data show 
H-2B visas, issued to seasonal workers, 
were down 52 percent last yean H-2As, 
for agricultural workers，dropped 9 per¬ 
cent. And a June report by the agen- 
cy’s ombudsman said officers last year 


roughly doubled requests for addition- 
a] evidence to support applications for 
Hl-B visas (issued to professionals such 
as computer programmers), which im¬ 
migration advocates say typically results 
in delays or denials. The ombudsman's 
report also noted an increase in com¬ 
plaints by employers regarding the pro- 
ceas. The agency declined to comment 
on the report. 


Torrey says she 
can't bring m 
enough workei^ 
to ten 过 her 
vegetable fields 


Booming is 

helping build a deserving family a home. Financed by 
hundreds of claw hammers and tons of roofing nails. 

For Ahmed Mady, owner of Paragon Remodeling, Booming is being successful by giving back. Ahmed scarred 
purchasing things like drywall and 2x4s with his American Express OPEN Gold Card, eventually netting him 
almost half a million Membership Rewards' points. He then turned those points into more building supplies* Which 
he donated to help build a new home for the l4-member Jackson family. Get your business Booming at openxom* 


AHMED MAD 丫 
PARAGON KEMODEUNG 

PARAGON 化 MODELING,CON 
MEMBER SINCE 05 
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Stacy Mitchell _ 

Misrepresenting Small Business 



The two groups that have 
traditionally spoken for 
small business in Washington 
often push an agenda that 
only big business could love 


For six years, Pennsylvania Governor Ed 
Rendell has tried to give a tax cut to busi¬ 
nesses in his 別 ate* And year after year the 
Democratic governor’s proposal has been 
stymied by a surprising foe: the state's 
business lobby. 

Both the Penmylvania Chamber of 
Business & fnclustry and the state chapter 
of the National Federation of Independent 
Business (NF 旧 ） have opposed RendelJ’s 
plan to slash the business income-tax 
rate. Why? The plan would close a loop¬ 
hole that allows certain multisrate com- 
paniGs-mainly retail chains and banks- 
to shield profits earned in Pennsylvania 
from state taxes. In other words, for the 
Chan)ber and 刪 B，ensuring that a hand¬ 
ful of corporations continue to enjoy a tax 
break Ls worth denying thousands of small 
businesses a tax cut. 

The U.S, Chamber of Commerce and 
the NFIB，together with their state-level 
affiliates, are among the country’s most 
powerful lobbying forces. While they 
claim to speak for small business, a look 
at their lobbying record suggests their pri¬ 


mary allegiance lies els 巳 where. The US. 
Chamber has fought to preserve offshore 
tax havens that only niukinationals can 
use, leaving small businesses at a disad¬ 
vantage. Both the NFIB and a 耐 i 过化 s of the 
Chamber have lobbied in various states to 
maintain loopholes like 帕 nnsykania’s. 
And neither group has contested the 
multimillion-dollar tax breaks cities rou¬ 
tinely bestow on big-box retailers to the 
detriment of their independent rivals. 

Although the Chamber says it repre¬ 
sents 3 million small businesses, that's 
misleading. The figure includes members 
of local and state chambers, which have 
no say over the national group’s activities. 
The U.S. Chamber’s direct membership 
includes some 300,000 small business¬ 
es, or about 1 percent of the totaJ nation¬ 
wide. While small businesses are promi¬ 
nent in its press releases, they're scarce 
in its boardroom; the vast majority of the 
Chamber's 125 board members represent 
large corporations* "Our policy priorities 
are closely alibied with our sinall-basiness 
members；" and the Chamber has a com- 
mittee that focuses on them, says Giovan¬ 
ni Coratolo, the Chamber's vice-president 
for small-business policy. 

All 300,000-plus members of the 
[WB are small businesses. Yet their 
politics are out of sync with the broad¬ 
er sniall-busmess community. While an 
American Express poll shows that 32 per¬ 
cent of small-business owners are regis¬ 
tered as Democrats and 33 percent are 
Republicans^ 85 percent of the NFlB's 
campaign contributions went to Repub¬ 
licans in 2008, according to the Center 
for Responsive Politics. **Our job is to rep¬ 
resent our members," says NFIB spokes¬ 
woman Stephanie Cathcart. "Do they 
skew right? Yes, they do. But they are 
thinking as business owners ‘" 

The NFlB’s dose ties to Republicans 
may explain its effort to downplay the 
effect of the credit crisis on small busi¬ 
nesses. Ever since President Barack 
Obama proposed the smaJl-business 
lending bill now stalled in the Senate ， 
the NF(B has said access to credit is a 
low priority- An NFIB survey, though ， 


showed that 55 percent of small employ¬ 
ers sought loans in 2009, and over half 
of those couldn't meet aJJ of their bor¬ 
rowing needs. While the NFIB and the 
Chamber say they dun、oppose the lend¬ 
ing b 川 j neither has done much to per¬ 
suade Congress to vote for it. Compare 
that with the full-court press both groups 
waged against the financial reform bill. 
Small businesses paid dearly for Wall 
Street’s excesses and, as frequent users 
of credit cards and home equity loans to 
finance their growth, have much to gain 
from stronger consumer protections. Yet 
the U.S. Chamber and NFIB repeatedly 
cited the interests of small business as a 
reason to oppose the bill. 

Given the disconnect between the lob¬ 
bying c 航 rts of the Chamber and the NFIB 
and the interests of those they say they 
represent, others are starting to speak up 
for small business. Local chambers in New 
York, San Antonio, and elsewhere have 
distanced themselves from the U,S. Cham¬ 
ber. More than 100 independent groups 
have sprung up in recent years, many of 
them affiliated with one of several nation¬ 
al networks such as the American inde¬ 
pendent Business Alliance (where [ serve 
on the board) and the National Small Busi¬ 
ness Assn. The Chamber and the NFIB 
"are on a totally different track on almost 
all af the issues that we care about，" says 
Betsy Burton, a boolcstore owner in Salt 
Lake City who in 200 另 co-founded Local 
First Utah, a group of nearly 3,000 inde¬ 
pendent busmesses. 

These groups are carving out their 
own identity and frequently clash with 
the Chamber and the NFIB on issues 
such as tax policy and health care. 
you believe NFIB and the U.S. Chamber, 
[the health-care reform bill] is all awftil ，。 
says Scott Hauge, president of SniaH Busi¬ 
ness California, a fivc-ycar-old network of 
about 5,000 small businesses. "But there 
are good things in that bill that will help 
many small businesses." O 


幻邱 Mitchell is a researcher with 
the Institute for Locat Self-Reliance^, 
口 community development group. 
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experience 



efficiency that 
puts time back 
on your side. 


Reduce wasted effort and move at the speed oF business 
with software and services from Sage ， 



• Inventory Management 
Operational Management 

Pe 曰 ole 


Sage solutions work like you do because we're 100% committed 
to the needs of small and medium-sized businesses. Whether you 
need powerfully simple accounting or robust ERP, CRM solutions 
that make the most of every customer mteraction, or efficient 
HR modules that cover payroll to perFo『mance management. 
Sage has your answer. It’s the Sage experience — the ability to 
transform business through better control oFcritical activities — 
that's helping 6.1 mil lion businesses like yours. 

Download your Sage Toolkit to evaluate and improve effidency 
in your company. Visitwww.sagetoolkit.com/efficiency today. 


獲 ?D10 Sage Software, lr»c- All rights reserved. Sage, clie logo and Sage product and service names 
mentioned herein areneglsrenjd trademarks or trademarks oF Sage Software, Inc or its affilEated en 化 1 巧 , 
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As gold becomesa fashionable 
hedge against turbulent times, one 
billionaire is doing everything he 
can toget his handsoo the actual stuff 
By Jason Kelly 

Photograph by Carol! Taveras 


Thomas Kaplan at his Manhattan office 
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" ■，m not 
a goldbug 


but there are times when I feel like an 
evangelist for it," says Thomas Kaplan, 
an Oxford-cducatcid historian and chair¬ 
man of Manhattan-based Tigris Finan¬ 
cial Group. "To my amazement, it's a 
hard sell. The convendonaJ wisdom is 
that gold is for primitives. That derision 
shows me that contrary to the notion 
we’re in a bubble, we haven't yet begun 
the real bull market"" 

The 47-ycar-old New York-born bil¬ 
lionaire is a bundle of eccentricities, 
from his unpla 亡 eable but alien accent 
to his three-piece suits and his decided¬ 
ly im-Wall Street way of talking ("as the 
thesis is CO 打 firmed ， well-founded con¬ 
viction gives way to the calm of meta¬ 
physical certitude。}- Sitting in a window¬ 
less conference room decorated with 
lavish photographs of panthers Jaguars, 
and ti 炉 rs - preserving big-cat habitats is 
his other major passion-he explains his 
training as an investor. "Fm much more 
qualitative than quantitative in my ap 
proach," Kaplan says. "It would have 
been a 打 alien concept for me to think 
about an MBA/" 

His conviction about gold puts himm 
the company of such celebrated figures 
as George Soros and John Paulson, both 
of whom have been bettin 呂 heavily on the 
yellow metal (and have invested along¬ 
side Kaplan in Vancouver-based mining 
company NovaGold Resources). At the 
moment, the wager looks inspired ： The 
price of gold has risen for nine straight 
years, hitting an alJ-time high of $1,256.30 
an ounce on June 21. While the price has 
fallen about 2 percent since then，Kaplan 
says the big rally is still to come, IVs not 
riots in the streets he envisions, but a 
more fundamental case of demand out- 
s tripping supply as gold becomes a cur¬ 
rency in its own right. 

Variations on this view have become 
so popular in recent years that gold has 
gone from being an obsession of con¬ 


spiracy theorists and kooks to a ftilJy re¬ 
spectable investment idea that gets pro¬ 
moted at PTA meetings, Kaplan is not 
content to merely run with this crowd- 
To maximize his returns, he has engaged 
in the much trickier task of digging fresh 
gold out of the ground. But mining is a 
double risk_there,s the cost ， hassle ， 
and uncertainty of extraction, and then 
there’s the volatility of the 附 arket. The 
financial risks of mining i；how up in tlidr 
stocks, espedaJly compared with gold 
prices. While 如 d rose 13 percent this 
year, the Bloomberg World Mining Index 
dropped 9.7 percent. And gold is no 
more of a certainty than anything else. 
Before its recent ascent，it was stuck in a 
bear market for two decades. What if the 
threat of hyperinflation never material¬ 
izes? A mere uptick in confidence about 
global growth could put gold right back 
in the doldmms. 

Kaplan doesn’t sec that happening, 
and that’s why he has fallen in love with 
the leafy green hills of Transylvania in 
central Romania. He owns an 18 per¬ 
cent stake in a Canadian company called 
Gabriel Resources that is attempting to 
reopen what is widely beJicved to be Eu¬ 
rope's largest gold deposit, an estimat¬ 
ed 10 million ounces, worth more than 
$12 billion at today’s price，as well as 
47.7 million ounces of silver. There’s one 
problem ： Some residents of the econoniJ- 
cally ravaged area, where unemployment 
is 80 percent, are fiercely contesting the 
project on environmental groun 化 . 

Despite the opposition, the potential 
windfall has attracted investors, includ¬ 
ing Paulson, of whom Kaplan is an un¬ 
abashed admirer. "If he sticks to his con¬ 
viction on gold, he may yet become the 
richest man in America," KapJan says, 
"and rd love to see it happen." Kaplan 
would do well, too, though he brings 
his own particular dilemma—stnldng a 
balance between an urge to expand his 


mining empire and what he insists is an 
even greater desire to save the planet 
from environmental harm. 

In 1938, Kaplan was completing his 

dissertation at Oxford-on the Malayan 
counterinsurgency and the way com¬ 
modities iiinuence strategic planning— 
and earning extra money analyzing 
Israeli companies listed on U.S. stock ex¬ 
changes. The work involved traveling to 
[srael, and while there Kaplan connect¬ 
ed with two people who would shape the 
rest of his life. First was Daphne Reca- 
nati，who had attended the same board¬ 
ing school Kaplan had and was then just 
beginning her compulsory military ser¬ 
vice, She wouJd eventually become his 
wife, mother of his three children-and 
his **reality check" for new investment 
ideas. "Her instincts are pretty much 
perfect" he says. 

Through Recanatfs mother, Kaplan 
was introduced to Avi Tio 讯 kin, a well- 
known Israeli investor with whom he es¬ 
tablished a close bond. "There was im¬ 
mediate chemistry；' says Tiomkin, now 
62. "His views，his conviction were im¬ 
pressive/" Kaplan sealed his standing 
with his mentor by predicting the inva¬ 
sion of Kuwait by Saddam Hussein sever¬ 
al years before it happened ， contradict¬ 
ing widely held wisdom that one Arab 
country would never attack another. "U 
was against all forecasts," Tiomkin re¬ 
members. 'it was a huge surprise." 

Kaplan commuted between Oxford 
and Tel Aviv until Recanati was accepted 
to New York University in 1991, and they 
moved back to the U.S, Tiomkin hired 
him as a junior partner, a position he 
held until 1993, when Tiomkin decided 
to focus on his Israeli investments and 
Kapb 打 left to execute his own big ideas, 
including major bets on silver，natural 
gas, and, eventually, gold. 

He and Tiomkin kept in close touch. 
"We could’ve not seen each other for a 
few months and then continued the con¬ 
versation where we le 肝 off," says Tioni- 
kin. Like Kaplan, Tiomkin eschews his 
office most of the time，preferring to 
work from home or elsewhere. "It’s in 
our genes ， it*s how we were bom. It keeps 
us away from being too much under the 
influence of conventional wisdom." The 
two men have reunited and are now 
avoiding the same office. After work¬ 
ing for various hedge funds including 
Caxton Associates, Tiomkin joined Tigris 
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in 2008 as chief macro strategist, the 
same year he wrote an article for Forbes 
predicting the "demise of the euro，" 

Kaplan credits Marc Faber, the notori- 
oas]y bearish Hong Kong-based pub 化 sh- 
CT of the Gloom^ Boom & Doom Report ， 
with inspiring his move into natural 
resources investing in 1993. Faber has 
long argued that precious metals repre¬ 
sent vita] protection against the mone¬ 
tary foolishness of central governments. 
That year marked Kaplan's first defining 
deal, the launching of Apex Silver Mines 
to dig for silver in San Cristobal, BoUv ， 
ia. Among the early backers of Apex was 
Soros Fund Management, 

With Apex, Kaplan pursued a strat¬ 
egy he is now trying to replicate in Ro¬ 
mania ： relocating villagers and buildings 
in the path of his mining plans to a new 
town nearby. Apex spent $12 million to 
move about 200 people as well as a cem¬ 
etery and a colonial church, which was 
completely restored and rebuilt "brick by 
brick," Kaplan says. "San Cristobal was 
transformed, and we established a foun¬ 
dation to create new, sustainable enter - 
prises. To be from the new San Cristobal 
became a badge of prosperity," Kaplan 
served as chief executive officer of Den¬ 
ver-based Apex and later its chairman. He 
resigned in 2004, and the company went 
bankrupt four years later, reemerging 
from bankruptcy protection in 2009. 

Although he’s fixated on gold these 
days, Kaplan hasn't abandoned silver. 
Through Silver Opportunity Partners, an 
affiliate of Kaplan’s Electrum exploration 
group of companies, he bought key assets 
of Sterling Mine Co,—which include the 
Sunshine Mine, nestled in the heart of the 
"Silver Valley" ofldaho-out of bankruptcy 
earlier this year. Well known in mining cir¬ 
cles, Kaplan and his team worked hard to 
keep a low profile leading up to the bank¬ 
ruptcy auction so as not to 邮 their hand 
and drive up the bidding. The Sunshine 
transition team was headed by Mark Wal¬ 
lace, president of Tigris. 

Sunshine is among the most noto¬ 
rious mines in the world, First discov¬ 
ered in 1884, Sunshine produced an es¬ 
timated 360 miliion ounces of silver. It 
closed in 2001， then reopened in 2007 
before going broke less than a year later. 
Its checkered history includes a 1972 fire 
that killed 91 miners，one of the worst 
disasters of its kind in the U.S, A 12-foot- 
tali, painted-steel sculpture of a silver 
miner with a rock drill stands along 1-90 
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between Kellogg and Wallace, Idaho, in 
memorial to the dead workers. 

Now, Silver Opportunity is scudymg 
the economic and environmental issues 
surrounding restarting the mine. Wal¬ 
lace says the deal was a case study for Ka- 
plan’s investment approach . "化 was no 
doubt a complicated and risky transac¬ 
tion；" Wallace says. "Through our exper¬ 
tise, we were able to minimize the risk 
involved, resolve litigation, and reunite 
the patchwork and fractured ownership 
interests that inhibited the mine and lim¬ 
ited its value over the last decade." 

While Wallace sorts out the Sunshine 
mess, Kaplan pursues other interests: In 
2006 he created a nonprofit called Pan- 
thcra to focus on saving big cats. Among 
Its projects is a collaboration with the 
Wildlife Conservation Society to boost 
the tiger population in certain countries, 
including India, Myanmar, and China, by 
50 percent over the next decade. After 
a long and involved courtship, he per¬ 
suaded Alan Rabinowitz, a zoologist with 
a specialty in big cats，to become presi¬ 
dent of Panthera. When he was first ap¬ 
proached by Kaplan, Rabinowitz, who 
had spent his career at WCS, was close 
to retirement and was tom about taking 
a new job. Kaplan kept the position open 
for a fuJ] year while Rabinowitz debated 
whether to accept it. On Apr. 1,20 日 S, he 
and five other WCS employeesjained Pan¬ 
thera, with ambitious goals. "We have re¬ 
alized that you have to fight for them as a 
species everywhere they exist on earth," 
Rabinowitz, now 56, says. To that end, 
Panthera is negotiating with governments 
across the globe to create "genetic corri¬ 
dors'' SD cats can move freely without 
being constrained by man-niadc! borders. 
Kaplan and Rabinowitz have developed a 



Rosta Montana in Romania 



deep friendships they are "BB" and "LS" 
to each other ； Rabinowitz is the big broth¬ 
er, Kaplan the Ij 订 ! e brother 

"When ! met Alan, I realized he’d 
been doing what rd wanted to do with 
my own 1 恥 " says Kaplan, "Nonetheless ， 
['d always harbored this dream that I’d be 
able to return to my true love." 

Kaplan acknowledges the paradox of 

promoting 妨化 ervatkm while investing in 
an industry long associated with extreme 
environmental degradation，but he says 
any conflict between the two is easy for 
him to resolvt "!f !’m given a choice be¬ 
tween conservation and business, conser¬ 
vation wins, always," he says, ‘Tve con¬ 
served a great multiple more than I've 
disturbed." His geologists apply what he 
calls the Tom Rule to their decisions about 
what land to acquire for mining, "[f it 
looks like we shoiddn't build a mmc here, 
ehher take it and I1J hold the land to stop 
others from building on it, or skip it," he 
says，"I tell them: 'Use your common and 
aesthetic sense.，It sounds crazy to refer to 
aesthetics, but ultimately the morality of 
the endeavor should win out/" 

This was on his mind when he arrived 
in Transylvania in 2009 to get a gut check 
on Rosia Montana. He had alerted no one 
there about his visit, flying into the tiny 
Romanian city of Saibu with several col¬ 
leagues from Tigris" London office and 
enduring a three-hour drive through the 
mountains. They explored the back roads 
around the mine, witnessing a degree of 
ecological damage that left Kaplan to the¬ 
orize that the pollution dated to the time 
when the Roman Emperor Trajan con¬ 
quered ihe region，marking die beginning 
of Rosia Montana's mining heritage. 

Community and environnienta! activ¬ 
ists have been fighting Gabriel Resources’ 
plans fora decade, arguing that the use of 
cyanide in the mine threatens nearby vil¬ 
lages and that a spill could contaminate 
the countryside extending into neighbor¬ 
ing Hungary, where officials have joined 
the opposition. Kaplan counters that the 
area already has been devastated by cen¬ 
turies of mining - "the river literally runs 
red from sulfides"-and that digging the 
mine would in fact help the county of Alba 
by repairing some of the damage of past 
mining projecLs. 

Leading the resistance to the mine is a 
nongovernmental organization called Al- 
burnus Maior, which was started in 2000 
and is based at Rosia Montana. The group 


contends that Gabrters plans will destroy 
historical sites and force resettlement of 
740 farms and 140 apartments. The group 
also says that 40 Romanian NGOs and 
institutions support its "Save Rosia Mon¬ 
tana'' campaign, which proposes to boost 
the local economy through tourism ， agri¬ 
business, and small industries, including 
crafts, "We will continue to use a!] legal 
means at our disposal to stop this pro¬ 
posal ft ■ 併 n ever being realized," Albumys 
Maior’s Stephanie Roth said in an e-mail. 
Roth, a former environmental journal¬ 
ist, was instrumental in persuading the 
European Parliament to publicly oppose 
the mine. She said the fact that some res¬ 
idents will ultimately refuse to sell their 
properties 记 Gabriel means the mine 
won't ever get under way because the 
company needs all of the land to secure 
a construction permit, "1 don't think that 
Gabriel’s project will ever go ahead, and 
in contrast to Gabriel, the locals have all 
the time in the world, 〜 Roth said. 

Rozalia Drumus, a 79-year-oid retired 
schoolteacher, lives in Rosia Montana with 
her unemployed daughter and subsists on 
a 1,159 lei ( 的 : 打 ) monthly peasion. She has 
planted a sign on her gate: This property 
is NOT for sale. *"We had a small happy 
village, but people's greed for money was 
too much，。she says. "Gold is a bastard." 

Kaplan ardently defends Gabriers ef¬ 
forts, arguing that mining is the best way 
to help the economy of Romania. • 叮 hose 
who say a scarred landscape should be 
preserved at the expense of a truly excit¬ 
ing economic future for a poor commu¬ 
nity are being unjust，。he says. "This is 
telling the local people to bootstrap their 
way to progress when they don’t have the 
m 巳 am 防 procure boots." 

In june, Romania's environment min¬ 
ister said the government probably will 
resume a review of the project, which 
likely means months more of public 
debate. Even if Romanian government 
approval is obtained, it will take at least a 
year before gold can be pulled out of the 
ground. Meanwhile, as gold prices swing 
wiMly and talk of a double-dip recession 
ripples across the markets, Kaplan re¬ 
tains his karmic calm. **People view gold 
as eniotionaJ, but when they demythol- 
ogize it, when they look at it for what 
it is and the opportunity it represents, 
they're going to say，'Wc really should 
own some of that，，The question will then 
change to 'Where do we get the gold?’" © 
- With Ifina Sam in Budwrest 
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F or the directors of General Motors, this should have 
been a summer to savor. The carmaker has been 
preparing an initial public offering expected to sell 
up to $16 billion worth of stock, an impressive sum 
for an enterprise that was close to dead-filing for 
bankruptcy protection in June 2009, ceding majori¬ 
ty ownership to the U.S. government, cutting 60,000jobs since 
2007, and shedding tens of billions in debt. When GM emerged 
from Chapter 11 in July 2009, it toughened up its board, replac¬ 
ing most directors and adding private equity s 拉 r David Bon- 
derman, a founding partner of TPG Capital，as well as three 
members chosen by the US. Treasury's Auto Task Force as pos¬ 
sible chief executive officers ： former tekcom CEOs Edward E. 
Whitacrejr. (AT&T), 怕 trida Russo (Alcatel-Lucent), and Daniel 
R Akerson (Nextel), who in recent years had run the largest pri¬ 
vate equity fund at the Carlyle Group. In December the new 
board set about remaking GM management, ousting CEO Fritz 
Henderson and installing Whitaert% who’d been chairman. 
He soon chalked up two successive quarters of profitability ， 
a sign GM had regained the stability it needed to return to 
the public markets. 

Then the triumphant summer turned weird. In June and 
July, investment bankers preparing for GlVTs IPO road show 
asked Whitacre the question every institutional investor would 
want to know ： How long did he plan to stay on aij CEO? Whitacre 


didn’t answer，and some of GM's directors became concerned. 
Those who knew him best suspected the 日 S-year-old Texan, im¬ 
patient with federal oversight, wanted to leave by yearend-a 
timetable that wouldn't work at a company going public. Before 
GM's Aug. 2 board meeting, Whitacre's attorneys told him he 
would have to di 占 dose his plans in the IPO filing* At the meet¬ 
ing, board members wanted a dedsion-either stay into next 
year, they said, or leave now, according to three people with 
出 rect knowledge of the talks. To the surprise and irritation of 
some directors，Whitacre bowed out. 

That plunged the board into a leadership crisis at the worst 
possible moTTient. Just seven months before, the directors had 
given Whitacre the job after a search turned up few qualified 
outsiders willing to accept federally imposed pay constraints. 
(Whitacre earned a base salary of $1.7 inillion.) Now several 
directors suggested launching a new search, but the majority 
rejected the idea — 化 would be time-consuming and possibly 
fruitless, it would disrupt continuity, and it would blow up the 
autumn IPO schedule. Instead, the discussion soon turned to 
another of those tough new board members: Dan Akerson, 61, 
who was already certified as CEO-worthy by the Treasury Dept, 
and ftilly immersed in the company’s issues. At first the idea gave 
him pause, say two people with knowledge of the conversation, 
because It meant moving from his Washington (D.C.) home 
to Detroit. Within three days, however, he had agreed. 
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At General Motors，the Ed Whitacre era lasted allot eight months- 
Hastily replacing him as CEO—on the eve of the company’s IPO— 
is another tough telecom guy，former Nextel boss Daniel Akerson, 
What makes him the man for the job? By David Welch 
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What did the GM board get by promoting another insider? 
Akerson may have been the board’s only option, yet he is not 
an obvious choice to run GM. Like Whitacre before him, Aker¬ 
son has never run a heavy-Indus trial company, let alone one 
with GM's global reach. "Jt’s a revolving-door CEO，。says Charles 
JVL Eison，chairman of the John L. Weinberg Center for Corpo¬ 
rate Governance at the University of Delaware. "The job keeps 
going to people who have no industrial experience." Telecom 
experts commend Akerson for his turns as president and chief 
operating officer of MCI in t!ic early "90s, and as CEO of Nextel 
in the ’90s. He turned two upstarts into major players. Nextcl 
never made money on liis watch, though that was common in 
that rapidly expanding, capUaHmensive sector. He later had a 
hand in two debt-laden ventures that went bust，XO Coniiiiu- 
nications and Hawaii Telecom. "He tends to think big；' says 
former telecom analyst jack B* Grubman, now an adviser with 
Magee Group, a New York-based consulting firm. "He is definite¬ 
ly a growth guy ‘ He can also be stubborn to a fault/" 

AJkerson, who dedined to be interviewed for this article, has 
promised to continue Whitacre’s cultural overhaul of GM, push¬ 
ing for simplified management and more accomitaMity. Yet 
those who 白 low him say his style will be very different. Where 
Whitacre did littJe talking but eased out or 即 ed two dozen 

managers who didn’t perform, Akerson is more dircedy confron¬ 
tational. "Hell be different than me，" Whitacre says- "I think he 
wiJl listen. You can、be successful and not listen." 

From the time he joined the board in July 2009, Akerson 
dashed with GM management, pushing executives to defend 
even the most basic strategics. During one board meeting short¬ 
ly after Akerson and Bonderman became directors, they ques¬ 
tioned why GM was spending more Ehan $1 billion on a new 
engine program, asking Henderson and others if they had a plan 
to show a return on the investment, Henderson explained that 
the four-cylinder engine would be used in several small cars 
sold around the world, say three people with knowledge of the 
discussion. Since GM charges a price far the whole car and not 
the engine, the company didn’t calculate a rate of return on the 
engines. It tracked costs and tried to keep them low. 

The private equity guys kept pressing. Why, they asked, 
couldn’t GM simply buy the four-cylinder engine from some¬ 
one else? The car guys explained that the engine is the heart 
of the automobile. GM couldn’t stake its reputation on another 
company's power plant-if it performed poorly, they，d be stuck. 
Plus, GM c 饥 1 ] 过 n’t possibly outsource the 750,000 four-cylinder 
motors it needed to build in a year. It takes three factories to 
produce that kind of volume. A 托 er forcing the car guys to get 
far more detailed about their cost figures, Akerson came around 
and began coaching Henderson on how to pitch the engine 化 
an ''operational necessity." The board (inally approved it. A GM 
spokesman poin 怯 out that it is the board’s job to ask tough ques¬ 
tions and says the debate didn't cause delays. 

Akerson\s style is one reason the Treasury Dept/s Auto Task 
Force invited him to join the board in the first place% says Harry 
Wilson, a former Task Force member who is now mnning as a 
Republican for New York State comptroller. Task force chief 財 cfve 
RattncTj who knew Akerson from doing private eq 山 ty work in 
the telecom business, brought up his name, Wilson says. Rattner 
and Whitacre figured that an undisciplined company like GM 
could use a hard-liner. The original idea was to hdve Akerson act 


犯 a vkc-di 山 rman, working alongside Henderson and Whitacre. 
"GM's problems are cultural," Wilson says. "Thcire was a lack of 
urgency and a lack of focus on customers and shareholder value. 
We wanted some private equity guys who have a focus on the 
shareholder. Dan is smart, thoughtful, and hard-charging-" 

Akerson also has some car experience. During his years at 
Carlyle in the late 2000s，he had a hand in four auto industry 
deals. The firm tripled its investment in parts firm AxlcTech In- 
tematiojiiiL Carlyle's investment in Hertz Rent-a-Car is stiH a work 
in progress ； the rental agency has lost $17 扫 million this year and 
the stock is off 35 percent，but Carlyle has recouped its equity in 
the deal. Carlyle is in the process of selling United CamponenLs, 
an aftermarket parts maker, and owns Allison Transmission. 

At GM, Whitacre is handing Akerson a company with many 
problems fixed and some momentum m the marketplace. GM 
has a healthy balance sheet. Its $!5 billion in debt and preferred 
stock obligations is less than half of rival Ford Motor's. Global 
sales are growing at 17 percent, and profits topped $2.4 billion 
in the first half of 2010, Even its once-moribund Buick division 
is showing signs of life ： US. sak^s have soared 60 percent, to 
87,000 through July，With the IPO on the way, the governments 
61 percent stake will soon be reduced to a minority position. 

Credit for all that goes to Henderson and Whitacre, the fix-it 
guys. Akerson’s assignment is long-term transformation. The 
board wants him to build a nimble, high-performance culture 
and groom the next CEO ； GM’s board expects him to stay on for 
three to five years, according to people with knowledge of the 
board’s plan. So 抓 er or later ， he’]] be expected to cede tiie stage 
to a new leader, perhaps one drawn from the senior managers 
Whitacre put in place: Vice-Chairman and CFO Chris Liddell, the 
former CFO of Microsoft, hired in January ； and North American 
President Mark L* Rcuss, a GM lifer and to-thc-bone car buff, Lid¬ 
dell, a New Zealander known for his financial acumen, has not 
been tested as the leader of a company of this size, (GM still ha»s 
208,000 employees worldwide.) Neither has Reuss, who must 
prove he can run GM by keeping its once-troubled U.S. business 
ill the black. K’s too early to tell if either man is fit to be the next 
CEO. Up-and-comers Inside the company and promising outsid¬ 
ers wil] also be considered. "You have to build a deeper bench," 
Whitacre says, ''pretty much across tJic board ‘" 

It's Akerson's good fortune that Whitacre and past managers 
have established a strong product plan for the next few years. 
GM has a new Chevy Cruze compact coming later in 2010 and 
a new MaJibu next year. Buick will also get a couple of smaller 
cars to boost sales volume* Before announcing his departure, 
Whitacre ordered up a big, boldly styled rear-whccl-drive flag¬ 
ship sedan for CadiUac, expected in 2014 ； GM hopes it will ele¬ 
vate the brand and even compete with the Mercedes S-Class and 
BMW 7 Series. New pickup trucks should arrive in three years. 
GM spends about $6 billion per year to develop new models. 
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according to its IPO prospectus. That's A3 percent more than 
Ford. Wtiitacre says he has already set product spending bud¬ 
gets for the next several years. They're going up. 

"Out of Central Casting" 

Akerson was born in California and grew up In Minnesota. 
His father was an Army man, and Akerson attended the LJ.S. 
Naval Academy, graduating in 1970 and spending five years on 
a destroyer before leaving for a job at Phillips Petroleum. He 
found his calling at AT&T m 1979, where his military back¬ 
ground fit well with the starchy corporate c 山 turc. He entered 
the management training program straightaway-and shocked 
co-workers four years later by leaving for upstart MCI, says 
Grubman, who worked with him at AT&T. was out of cen¬ 

tral casting for an executive job at AT&T," he says. "We had not 
pegged him as someone who would go to MCL I think it was 
clear to him that he could rise faster at MCL He was right ?， 

Within nine years, AkcTson had become president and chief 
operating officer. He showed genuine marketing chops，rolling 
out a popular "Friends and Family" plan that gave subscribers 
lower rates for calls to a select group. He helped transform MCI 
from a small discount long-distance carrier to ai full-line provid¬ 
er, Grubm 过 n says, and also expanded the company's business 
services. By the time he left, MCI was a legitimate competitor 
to AT&T. "Dan transformed M 口 ," Grubman says. "He cemented 
his legacy at the company. After that, his results were mixed." 

In 1993, leveraged buyout firm Forstmann Little lured him 
away to run General IiLstrunicnt, the sW - 吨 box maker, Firm 
owner Theodore]. Forstmann cased then-CEO Donald Rums¬ 
feld aside for Akerson, who helped get the company ready for a 
sale. He was lured away in 5996, when McCaw Cel] 山 ar founder 
Craig McGaw recruited him to run (Mextel. 

Ajeerson borrowed heavily to expand Nextd’s network and 
increased sales from $332 million to 索 7*7 billion between 199G 
and 200L He made the most of a walldc^-talkie technology caHcd 
Dire 灯 Connect, which allowed several users to conference simul¬ 
taneously. The company lost money during those years, which 
were spent laying fiber-optic cabJe and marketing relentlessly, 
but turned profitable soon a 托 er. His gamble paid o 厅 in 2004, 
after Akerson had left Nextd, when Sprint bought the company 
for $35 billion. After his turns at MCI and Ncx 比 1， says James A* 
A 打 wood Jr., who later worked with Akerson at Carlyle, "Dan was 
regarded as the best executive in telecom" 

Then his good fortune turned In 1999, McCaw tapped him to 
become CEO ofNextlink, which provided voice and information 
technology systems to businesses and soon changed its name 
to XO CDTnjnunicatlom. At XO, Akerson tried to make another 
growth play. The company was expanding its network rapidly, 
and Akerson decided to fund it with debt. The company’s bank¬ 
ers suggested a safer method ： equity instead of debt. Akerson 
refused. XO's stock price had just dipped belo w $40 after reach¬ 
ing a high of $66; Akerson said he would be selling the stock too 
cheaply, Grubman recalls. The share price never recovered, and 
the debt Joad became too heavy. A GM spokesman says Akerson 
took XO over when it was losing money and returned it to posi¬ 
tive cash flow. But after the credit markets froze up m 2002, the 
company filed for bankruptcy protection. Investor Carl Icahn 
acquired the firm after buying its debt in bankruptcy. Akerson 
"ca 打 be combative and very harsh" says Stephen Winningh 过 m, a 


former banker for XO who Is now managing director of the major 
corporate group at Lloyds Banking Group in London. "Those 
sann: diaracteristics make him decisive and wi]i benefit GIVL" 

XO wasn't Akerson's last misstep. In 2003, he became a man¬ 
aging director at Carlyle Group, where he ran a fund that two 
years later acquired Hawaii Telecom from Verizon 杞 r $L6 bil- 
lion-a deal brought to him by fellow managing director Attwood 
and former Federal Communications Commission director Wil¬ 
liam E, Kcnnard. Hawaii Telecom was a landline phone service 
provider with no mobile service in a state that was rapidly going 
cellular, says Attwood. The company also had serious technology 
problems. As people switched to mobile phones, Hawaii Telecom 
lost more than 100,000 of its 700,000 customers, Attwood says. 
Eventually, it ended up in bankruptcy. "\Ve thought we could run 
it bet 化 r," Attwood says. "'We thought we knew the business. It 
was a fundamentally flawed thesis." 

A Devil's Advocate 

Those who work with Akerson say that when debating business 
plans and s 杠 ategy，he doesn’t demonstrate an interest in being 
liked, which makes him an eftective devil’s advocate. Late last 
year, the GM board was reviewing a GM ad campaign that pro¬ 
moted its fuel economy in coniparison to Honda and Toyota 
models. Akerson asked the marketing executives why the ads 
placed so much emphasis on fuel economy. "Nobody cares 
about fuel economy," one executive recalls him saying. " When 
it's empty, you fill it up," GM executives patiently explained that 
the company's image had taken a beating for selling inefficient 
trucks and SUVs. Two others in the meeting say Akerson's tough 
line of questioning was his way of pushing GiVTs managers on 
whether fuel economy was really the best point of differentia¬ 
tion for the company’s cars. He thought overall quality was a 
stronger scUing point, and GM later began using that pitch with 
ib "May the Best Car Win" campaign. 

During another board meeting, Akerson questioned Hen¬ 
derson sharply after the company lost $1 billion on currency 
exchange in Korea. He demanded to know what steps Hender¬ 
son had taken to manage risk，Henderson said GM had no risk 
management policy for currency trades and didn’t need one, 
according to a person with knowledge of the meeting, Akerson 
argued that GM should not be hedging currency ； it should be 
using hedges only for raw materials such as steel and aluminum, 
he said, according to two people with knowledge of the meet¬ 
ing. GM’s board is now coming up with a risk management pro¬ 
cess, which Akerson will have to carry out as CEO. 

Above all, Akerson win have to complete Whitacre’s reengi¬ 
neering of tlic corporate culture ： triinmjng bureaucracy, cancel¬ 
ing meetings, and avoiding the strategic analysis paralysis that 
comes when managers share responsibilities-*'so no one was 
reaDy responsible/' as Whitacre says. 

(nan Aug. 12 conference call with reporters, Akerson said he 
would stick with Whitacrc's plan. "Ed，s vision of simplifying the 
business，of giving people the accountability and authority to da 
their jobs, has served the company well," he said. The difference 
between the two, says retired GM Vice-Chairman Robert A. Lutz, 
is that Whitacre has better ears. "Sometimes these guys start out 
tough and then settle down，" Lutz says. needs to develop 
his Ksfening skills," A dozen colleagues-the directors of Genera] 
Motors - wH】be listening hard to make sure he docs. O 
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The 

Next 

Republican 

Action 

Hero 



Eight months into his term, New Jersey 
Governor Chris Christie is a rising national star. 
By taking on his state's bloated budget— 
and its entrenched bureaucracies — 
he embodies the New Austerity. 

Will voters hate him for it? 

By Peter Coy. Photograph by Christopher Griffith 
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hris Christie is the lead actor in a new 
movie. It’s a short film, no more than 
20 minutes or so, yet its backer—the 
Republican Governors Assn.-expects 
to reap Tnillions in donations from his 
brief appearance. The moody film fea¬ 
tures black-and-white images flashing 
by-storm clouds，campaign rallies, and 
urgent news clips from election-night 
broadcasts. A Republican has won the 
governor’s race in New jersey, a Demo¬ 
cratic stronghold, and the party of Barack 
Obama has been rendered powerless by 
his take-no-prisoners style. 

In less than eight months in office ， 
Christie, a 47-year-old fomicr prosecutor 
and lobbyist, has risen from an unknown 
to a signal attraction in the fund-raising and 
messaging wars. "I think he's a star," says 
Ed Rollins, who 出 rected campaigns in 巧 84 
for President Ronald Reagan and in 1993 
for Christine Todd Whitman, the last Re¬ 
publican elected governor of New Jersey. 
(Rollms bragged of suppressing the anti- 
Whitman vote, then retracted the claim ‘） 

When he moved into the New Jersey 
governor’s office on Jan. 19, Christie faced 


a budget crisis of almost Greek propor¬ 
tions ： Projected revenues for the coming 
fiscal year were nearly $1! billion short of 
what it would cost to fully fund every au¬ 
thorized program. Since then he has im¬ 
pounded more than $2 billion in unspent 
funds, fought o 斤 legislators’ attempts to 
raise taxes, pushed through a budget that 
slashes spending, pressured schoolteach¬ 
ers to pay for their health-care benefits ， 
and taken a first crack at fixing one of the 
nation's most underfunded pension sys¬ 
tems. Christie says he's been contacted 
for advice by GOP gubernatorial candi¬ 
dates Meg Whitman of California, Toni 
Corbett of Pennsylvama ， 助 ! 1 Brady of Il¬ 
linois, Chris Dudley of Oregon, Robert 
Ehrlich of Maryland, and CharJic Baker 
ofM; 化 sachusetts. "Peoplesay tome,【Can 
you really get it done in Massachusetts 
given that the overwhelming majority 
of the legislature is Democratic?*" says 
巨 aker. "1 say, 'Drive down the Turnpike. 
Eventually you'll get there. That's exactly 
what’s happening in New Jersey,’" 

Christie's campaign to fix the ftnances 
of the state with the highest property taxes 
in the nation, and a $46 billion underfund¬ 
ing of its pension system, is sdU in its early 
stages. Victory is far from assured. Barba¬ 
ra Buono, the State Senate's second-high- 
est-raiiking Democrat and its top 拓 male ， 
complains that the governor has been 
"brash and confrontational/" Columnist 
Toni Moran of Newark's The Star-Ledger 
ca 化 him "Governor Wrecking Ball" Dem¬ 
ocrats, who control both houses of the leg¬ 
islature, are resisting Christie's effort to 
reshape the state's Supreme Court by re¬ 
fusing to approve his nominee. The Com 
municatioas Workers of America tried to 
add a special assessment to union dues 
in New Jersey specifically to combat him 
(the rank-and-file voted no). And with 


schools opening，parents who welcome 
fiscal austerity in the abstract arc about 
to see first-hand evidence of the impact 
of reductions in state aid to education, 
which could weaken support for further 
cuts，Even now，before the belt-tightening 
has been fully felt, support is lukewarm; 
three public opinion polls taken over the 
summer had Christie’s job approval rating 
at 44 percent to 51 percent. 

Investors in the credit-default swap 
market aren’t yet persuaded that Chris¬ 
tie has found the key. The cost of insur¬ 
ing New Jersey government bonds against 
default for five years has risen to 2.17 per¬ 
cent of the bonds’ face value annually 
from 1.56 percent when he was inaugu¬ 
rated. Swaps on New York and Pennsyl¬ 
vania have performed about the same. 
His administration's reputation for com¬ 
petence took a hit on Aug* 24 when New 
Jersey barely missed out on 案 400 million 
in federal Race to the Top grants, possibly 
because of an error in its application . 

"There are so many political mine¬ 
fields in New Jersey," Christie said a day 
earlier in his high-ceiJinged office in the 
State House. "If you spend your whole 
time looking down for mines, you can't 
see the future." Christie says he's deter¬ 
mined to govern as if he didn't care about 
winning a second term. (Rcelection is 
something he daims not to have thought 
abouL) That strength could turn into a 
weakness if his farsightedness causes 
him to lose near-term public support—a 
critical ingredient in his recipe for suc¬ 
cess ； wrecking balls do swing both ways. 
Steve Malanga，a public policy expert 
whom Christie cites as one of his intellec¬ 
tual influences, warns that the governor’s 
job will get harder as financial necessity 
forces him to go beyond politically easy 
targets like pub lie-employee unions and 
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New Jersey has boosted government spending and debt 

New Jersey state budget 叩 propriattons New Jersey local government spending New Jersey slate debt 

(in billions) 
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take on programs that are popular with 
the taxpaying middle class. Thirty-eight 
percent of registered voters gave him a 
D or F on property tax relief in a Mon¬ 
mouth University/Gannett New Jersey 
Press Media Poll on July 7 11. 

Says MaJanga, a senior fellow at the 
free-market Manhattan Institute who 
spoke with Christie repeatedly during 
the 2009 campaign ： "The tightrope that 
he has to walk, which 1 don’t think a lot 
of Ws admirers across the country under¬ 
stand, is that he has to retain a certain 
amount of popularity with the electorate ， 
because as soon as the legislature thinks 
he’s nc longer popular ， they’ll stop co¬ 
operating with him, They’lJ smell blood 
in the water. He can't just start putting 
through deep，slashing cuts that upset 
even his own constituents, or he really 
will have a problem" 

Where Christie is out in front of his 

political peers is in the realization that the 
status quo is a dead end. Talking about 


austerity and then trimming around the 
edges won’t do the triclc. like Washington, 
states as a group are on an unsustainable 
path in which rising spending on retire¬ 
ment and health-care benefits will exceed 
the revenue available from taxation. In 
March the Government Accountabili¬ 
ty Office warned that unless taxing and 
spending policies change，the combined 
deficits of federal ， state, and local govern¬ 
ments will hit 20 percent of gross domes- 
tic product by 2060. By comparison, their 
combined deficits in 200 或 the worst re¬ 
corded since the Great Depression, were 
just a little more than 10 percent. 

On Aug. 18, without admitting wrong¬ 
doing, Christie's administration settled 
claims that between 2001 and 2007, the 
state misled investors in $26 billion of 
municipal bonds by masking the chron¬ 
ic underfunding of its two biggest pen¬ 
sion plans. Christie says the settlement 
shows why the pension changes he 
seeks are essential. "In that respect it's 
a good thing " In his office-where he is 


surrounded by baseball meniorabUia，a 
blue-and-white Fender guitar signed by 
Bruce Springsteen, and a blender he uses 
to mix weight-loss shakes-the governor 
laid out a long-term plan for shrinking 
government, lowering taxes, fixing pen¬ 
sions, and making New Jersey a friendlier 
place for business. He dismisses sugges¬ 
tions that a misstep couJd be dangerous, 
"Every day in this job there is a problem 
that if you don’t handle it correctly could 
prove to be your undoing，。he says. "Ifl 
step on a mine, I step on one." The great¬ 
est danger, he says, is in underestimat¬ 
ing the scope of the crisis. "With aH this 
national attention, [the risk] is somehow 
people thinking that weVe fixed the prob- 
ICTTi. We haven't. But we"ve made prog¬ 
ress toward fixing the problem ■〜 

The progress is real, says Richard 
Keevey, who was budget director for Dem¬ 
ocratic Governor James Florio and Repub¬ 
lican Governor Thomas Kean, "The prob¬ 
lem he inherited is very large, and his 
approach to the problcni has been 
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the right approach," says Keevey, who was 
impressed enough to accept a seat on the 
governor's council of economic advisers. 

Christie's political ascent has been 
recent and rapid* He grew up in a rela¬ 
tively apolitical household, with a Re¬ 
publican father and a Democratic mother 
who worked in a school office. At age !S ， 
he was inspired by Reagan’s first success¬ 
ful campaign for President in 1980 and 
embraced conservatism. In 1994, as a 
corporate lawyer，he won 过 seat on the 
Morris County Board of Chosen Free¬ 
holders, his county's legislature. When 
he ran afoul of the Republican Establish¬ 
ment for challenging a powerful incum¬ 
bent in the General Assembly and failed 
to win nomination fora second 仔 eeh old¬ 
er term in 199S, his political career ap¬ 
peared over. But in 2000, as a registered 
lobbyist whose firm’s clients included the 
securities industry, a hospital, and a util¬ 
ity, he became a fund-raiser for the Presi¬ 
dential campaign of Geo 巧 e W. Bush and 
achieved Pioneer status by bringing in 
$100,000 or more. 

Two years later he was named US. 
Attorney for the District of New . 忙 rsey - 
a plum job that provided abundant op¬ 
portunities to prosecute public corrup¬ 
tion. From 2002 through 2008 his office 
won convictions or guilty pleas against 
130 public aflicials without losing a case. 
Thosc convictions left some of the state's 
ruling Democratic party machines in dis¬ 
array. That's helping him now that he’s 
running things in Trenton, although 
there's no evidence that Christie engaged 
in any prosecution for political reasons. 

In 2009, Christie ran for governor 
against the one-term Democratic in¬ 
cumbent, Jon Corzine, a former senator 
from New Jersey and ex-CEO of Goldman 
Sachs. Pounding home the message that 


Christie's job approval 
rating has steadied 

Approve 团 sapprove 巧翊化防祀 w 



• handling of transition to governor 

DATA FAjRLEIGH DICKINSON UNIVERSITY 

Corzinc was ineffectual, Christie won 
with 48.5 percent of the vote ， vs. about 
45 percent for Corzine and 6 percent for 
independent Chris Daggett. In March he 
proposed a $29 billion budget for the 
fiscal year beginning July 1 that imposed 
no new taxes, cut aid to municipalities 
and schools, and skipped a $3 billion pen¬ 
sion contribution. Corzine's last budget 
was just over $32 billion. 

What earned Christie national fame 
wasiVt the magnitude of the cuts but the 
way in which he picked a fight with pub¬ 
lic-employee uniom. When he announced 
this spring that he was skipping the pen¬ 
sion ftind contribution, he made it a sym¬ 
bolic act ， too, vowing not to put more 
money into the system until the legislature 
agreed to reforms necessary for long-term 
solvency. Christie also pressured teachers, 
who don't work for him, to agree to con¬ 
tribute 1.5 percent of their pay toward their 


health-care benefits. He warned them that 
if they didn't go along, he would campaign 
against pa 战 a 典 of school budgets in their 
dhi 杠 icts. Most teachers refused to con¬ 
tribute, Christie did as he had promised, 
and voters rejected a record 59 percent 
of school budgets. At the end of June, the 
Democratic-cantrollcd state senate and 
assembly passed Christie's budget almost 
unchanged from his proposal 

Christie’s most astute move was to cur¬ 
tail ftiture local spending by cramping the 
primary means of (iinding it. After seeking 
a strict limit in the state constitution on in¬ 
creases in local property taxes, he settled 
for a law that held property tax hikes to 
2 percent annually with few exceptions. 
The cap gives mayors and councils an in¬ 
centive to support changes in civil-ser¬ 
vice rules sought by Christie that make it 
easier to lay o 斤加 cut employee pay. 

The sequencing was masterfiil: Chris¬ 
tie says he probably would not have th 巴 
mayors’ support for those cost-saving 
measures if he hadn’t first gotten law¬ 
makers to pass his cap. Next up Is pen¬ 
sion reform, "rm working on all of these 
things at once because they're all inter¬ 
connected/' Christie says. "I don’t see 
how any responsible governor has a 
choice anymore not to take on the pub¬ 
lic-sector unions " Says Tom Corbett, 
Pennsylvania Attorney General and Re¬ 
publican nominee for governor in this 
November’s election ： "He certainly sets 
an example I think other governors can 
follow/' Even David Paters 肌 ， the Demo¬ 
cratic governor of New York, has praised 
New Jersey's property-tax cap. 

Despite his admirers, the Christie 
formula isn’t easily transported to other 
states* Like an LBO specialist sent in to 
unlock the value of a badly managed com¬ 
pany, Christie is working with a sta 比 that 


Cha 化 s up no 
convictions or guilty 
picas of public officials, 
including fornier 
Newark Mayor Sharpe 
James and Democratic 
Party bosses. 

2002-2008 . 


Wins election as 
governor, defeating 
incumbent Jon 
Corzine, a former CEO 
ufGnldman Sachs. 

*2009 . .... 


# 




Sworn in as 
governor ， 


Feb. 11 . . 

Declares a state 
of emergency 
and impounds 
$ 2.2 bill ion of 
funds ill ready 
appropriated by 
the legislature. 
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has great underlying strengths. Contrary to 
the image projected by Jersey Shore, 

New Jersey is educated and prosperous. 
It ranks second in the nation in pcr-capi- 
ta income (behind Connecticut) and fifth 
in the percentage of people 25 and older 
who have bachelor’s degrees, according 
to the Census Bureau. 化 ， s in the nation’s 
densest urban zone, with New York City 
on one border and Philadelphia on an¬ 
other Jersey City, across the Hudson from 
lower Manhattan, has sprouted a forest of 
tall buildings filled with financial firms like 
Goldman Sachs and Morgan Stanley. The 
center of the state has vast campuses of 
phamiaceudcal companies such as Bmtol- 
Myers Squibb ,. 帅 nson 及 Johnson, Roche% 
and Merck, And even though it's no longer 
the headquarters of the Be!l System, New 
Jersey still has a web of telecom and data 
center infrastructure. 

From the 1960s th 阳 ugh the mid-1990s. 
New Jersey used lower taxes and cost of 
living to lure jobs out of New York City. 
But steadily rising 拉 xadon has lessened 
its allure, says the Manha 订 an Institute's 
Malanga. Much of the spending increase 
has occurred at the local level (chart). In 
the well-to-do New York City suburb of 
Cluster, NJ-, which has a below-avcragc 
crime rate, all but two of the 20 members 
of the police force are earning more than 
$100,000 this year, not including benefits 
or overtime. To blame ： Arbitration rules 
that we tipped in unions' favor-and that 
Christie is trying to change. New Jersey 
ranked last in a Tax Foundation survey of 
s 拉 tes’ basmess-tax climates. "What's par¬ 
ticularly disturbing to us is that we have 
now fallen behind our regional compet¬ 
itors such as New York and Pennsylva¬ 
nia and Delaware and Connecticut" says 
Philip Kirschner, president of the New 
jersey Business & Industry Assn. 


Verizon New Jersey President Dennis 
M, Bone, interim chairman ofancwpiib- 
lic-private partnership called Choose 
New Jersey, says Christie has energized 
businesses by working to hold down 
their taxes，streamline regulation, and 
keep jobs in the state. Christie says when 
he heard that Honeywell [nternation- 
aJ was about to move its 1,200-employ¬ 
ee headquarters from Morris Township 
to Pennsylvania, he told CEO David M. 
Cote, "Give me a week." Christie offered 
tax creditij that persuaded Honeywell to 
stay - and expand. 

The friendly face Christie shows to 

business isn’t in evidence in his con¬ 
frontations with the New jersey Educa¬ 
tion Assn, and other public-employee 
unions. His method is divide and con¬ 
quer. On pensions he formed an alliance 
with Democrat Stephen M* Sweeney, the 
state senate president and treasurer of aii 
Ironworkers union local in South jersey. 
(It was Sweeney who began pushing pen¬ 
sion reform In 2006.) Christie has also ex¬ 
ploited regional divisions between Demo- 
cra 怯 in the legislature. 

Party discipline is much tighter among 
the Republicans in Trenton and tighter 
stil] m the Christie administration. Some 
24 of his appointees worked under him 
in the U,S. Attorney’s office, including 
his attorney general, his chief counsel, 
his press secretary, and the head of the 
school development authority. 

Being a Republican in a state with a 
Democratic legkhture is not the hand¬ 
icap it might seem. While Corzine and 
other Democratic governors felt they 
needed to accommodate the wishes of 
the powerful county Democratic leaders 
to keep peace within the party, Christie 
feels no such compunction, says Ross 


Egged on by 
Christie., whu 

said 化 achei’s 

didn't sacrifice 
enough, voters 
reject a record 
百 9 percent of 
school hudgeb. 

■‘" Apri! . . 
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Vetoes a 
$700 milliari 
I'milliunaire’s tax— 
on high-income 
residents. 


Public-sector 
unions stage a 
marL'h on Trenton. 
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Christie's budget 
pg% 的 nearly 
intact after 
Democrats, who 
control both 
houses, choose 
not to tight. 

June 29 . 


Baker, a Rutgers University political sci¬ 
entist. "He just doesn't give a damn" says 
Baker. "One should never underestimate 
tile value of fortitude in a politidan, Chiis 
Christie's got fortitude in abundance/' 
The rap on Christie from his some¬ 
time-ally Sweeney and others is that he 
can be gratuitously cemfron 拉 tional. His 
riffs go over big on YouTube but not in 
Trenton. Stale Senator Buono accuses 
Christie of "scapegoating and demean¬ 
ing anyone who disagrees with him. That 
drowns out thoughtftiJ, honest discussion 
and debate about the issues. AJI it really 
does is further underiTiine the public's 
confidence in its government 尸 

The senate and assembly haven’t 
fought back hard because their stand¬ 
ing with the public is lower than his. 
They might discover some backbone if 
the people of New Jersey - Jike ， say，the 
people of Greece-start chafing under 
austerity. The state Civil Service Com¬ 
mission says 132 local governments have 
filed applications since January seek¬ 
ing to fire as many as 2,674 workers. In 
Newark, Democratic Mayor Cory Booker 
closed city pools in August and put non- 
emergency workers on 19 days of fur¬ 
lough. " We’re going to stop buying every¬ 
thing from toilet paper to printer paper /， 
Booker said. "CalJ me Mr. Scrooge, if you 
want, but therdl be no Christinas deco¬ 
rations around the city/' 

No Christmas decorations! That's just 
the type of thing that has wrecked the ca¬ 
reers of previous governors who went to 
Trenton with the best of intentions ‘ Then 
again, New Jersey's financidl siEuarion is 
more dire now, aiid people know it. The 
time maybe right for Jersey's new action 
hero to kick down a few doors，© 

— With Terrence Dopp, Dumtan McNichol, 

widL 口画 。 mm 



July 13 . . . . . m 

Signs a bill capping 
property taxes at 2 
percent. The compromise 
measure allows some 
exemptions he had 
opposed, such as 
ffvr natural disasters. 













With Red Dead Redemption, Strauss 
Zelnick and the Houser brothers have a hit 
But to survive, Take-Two Interactive 
needs a few dollars more. By Cliff Edwards 
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the chairman of Take-Two Interactive, 
sits in a soundproof room enjoying a 
moment of professional success and a 
cookie. The room is part of a lavish Take- 
Two installation at Electronic Entertain¬ 
ment Expo, aka E3, the annual video 
game conference that’s held each June 
in Los Angeles. 

You've got to spend money to make 
money, he explains between bites, refer¬ 
ring to thfz elaborate setup outside, where 
an endJess stream of conference-goers, 
mostly geeky guys in jeans，are posing 
for pictures with Tommy gun-todng Play¬ 
mates hired to promote Take-Two's up¬ 
coming Mafia II game. 

Zelnick doesn’t look much like his cas- 
tomers. He’s 53 years old, dressed in a 
dark suit and pin-striped shirt, and suffi¬ 
ciently tanned and fit to have made the No¬ 
vember 2008 cover of Men’s Fitness mag¬ 
azine, Although Zelnick is looking good, 
his business is 1 加 king … uncertain. Video 
games, once considered recession-proaf, 
are stumbling, and while Take-Two has 
produced a hit with Red Dead 区 edemp- 
oon，the company is still struggling toward 
profitability. Sales of all but the hottest, 
most-hyped games have tanked since 
2009. Wedbush analyst Michael Pachter 
says July marked the fifth straight month 
that overall titJe sales have fallen* "Some 
of our competitors who put out modestly 
good games this year, they got docked," 
Zelnick says. "They're not developing 
great products, they’re delivering good 
products. Good is the new bad." 

Just now, though，Zelnick has a prod¬ 
uct to celebrate, and it’s better than 
good. Red Dead Redemption has become 
the industry's summer blockbuster. And 
it happened in large part because Zel¬ 
nick stayed with a project that was over¬ 
due and over budget. 

Red Dead, conceived before Zelnick 
took over in 2007, is one of several long- 
拼 stating and expensive games Take-Two 
hopes will break its 础肌 ce on its popular. 


and often controversial, Grand Theft Auto 
franchise, which had its debut in 1997 

Since its release in late May, Red 
Dead, a $自9-99 game, has shipped more 
than S million copies. Few games are as 
chaotically dynamic and stylishly cin¬ 
ematic (think Clint Eastwood’s Unfor- 
givejj) as Red Dead. Seth Schiesd of The 
New York Times called the game a "tour 
de force" and "the new standard for so¬ 
phistication and ambition in electron¬ 
ic gaming/" Set in the early 19005, it’s a 
gloriously rendered “opeirr world that 
allows players to roam partiiof the West¬ 
ern U.S. and Mexico and to do as they 
please. Skin a dead wolf, and blood spat¬ 
ters on the screen. Gallop into a \mh red 
sunset, and dust rises on the trail As in 
Grand Theft Auto, pJayers get to choose 
how moral they want to be, this time 
while standing in a six-shooter's shoes* 
People die. Lots of them. Six Dutch 
gamers were so taken with it that in 
July they played Red Dead for SO hours 
straight and broke the Guinness World 
Record for nonstop gaming. 

In the best case. Red Dead may bu 
that wonderful phenomenon in the video 
game world, the "franchise" game that 
fuels a long cycle of sequels. With Red 
Dead, Zelnkk also aims to prove that 
the Hollywood-style formula of produc¬ 
ing epic games, coupled with budgets 
to match, still works at Take-Two Inter¬ 
active. And Red Dead’s success marks 
a turnaround for a game that was sta"- 
mg to look like gaming's Heaven's Gate, 
the too-longaiid too-late Michael Cimino 
western that helped break the back of 
United Artists in 1980. 

If creativity thrives on chaos, Take-Two 

Interactive has been creating the con¬ 
ditions for artistic genius. For years the 
Manhattan-based company has 过 ttract- 
ed critics, among them the Securities & 
Exchange Commission, Hillary Clinton, 
and a group claiming to be progranv 
me 权 wives, which in January of this year 
posted an afionymous open letter damn¬ 
ing the company's labor practices. 

Grand Theft Auto has long appealed to 
outraged citizens as well as fans. In 30 加 
players uncovered a hidden mini-game in 
Grand Theft Auto: San Andreas, dubbed 
Hot Coffee, that allowed them to have vir¬ 
tual sex with their in-game girlfriends. 
A grandmother m New York filed a class 
action that was later settled; she had 
bought a copy for her grandson. Hillary 


Clinton, then a New York senator, called 
for a federal invest 墙 a 扫 on， 

In 2005, Take-Two paid $7.5 million 
in penalties to settle a case brought by 
the SEC alleging that officers of the com¬ 
pany, including founder Ryan Brant，en¬ 
gaged in ''fraudulent accounting practic¬ 
es designed to inflate its reported revenue 
during fiscal years 2000 and 2001." The 
SEC alleged that the company was rec¬ 
ognizing revenue from "parking" trans- 
actions-shipplng hundred of thousands 
of games to distributors and repurchas¬ 
ing them after they had booked the sales, 
disguising the repurchases as "assorted 
product-，’ In the settlement, Take-Two 
did not admit wrongdoing. 

In 2007, Brant, who had resigned from 
the company, pleaded guilty to falsifying 
records in a stock option backdating scan¬ 
dal and paid a fine of $7.26 million. Com¬ 
pany spokesman Alan Lewis says that's old 
news, "Jt’s not who the company is today," 
he says. "We’ve moved beyond that." 

In 10 of the last 13 quarters since 
Zelnick became chairman in 2007, the 
company has lost money. In 2008, Zel¬ 
nick stunned Wall Street when he and 
the newly installed board rejected a 
葉 2 billion takeover bid by Electronic 
Arts, then the largest independent vidc^o 
game publisher. Zelnick says the bid un¬ 
dervalued Take-Two. "it was a highly 
conditional tender offer" he adds, "and 
the conditions were never removed/’ 
Today, Take-Two’s market value is 
around 藻 700 million. The stock, trading 
at about $!2 a share last November, 
goes for around 重 S now* 

Some analysts say 
Zelnick IS too 
accommodating of 
his enfants terr 化 les, 
the Housers. Says 
one critic ： "There's 
no aduR supervision 
over there" 
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The company’s poor performance 
attracted corporate activist Carl Icahn, 
who has built a significant stake in Take- 
Two. He owns almost 14 percent of the 
company {as of June 30) and has in¬ 
stalled three board members, including 
his son ， Brett, who works at his invest¬ 
ment firm ； SunghWan Clio, a former di¬ 
rector of finance for Atari who also works 
for Icahn ； and James L. Nelson , 过 direc¬ 
tor at Icahn Enterprises, [n an industry 
ripe for consoJidation as development 
costs soar, he stands to make money if 
Take-Two is purchased, according to a 
source familiar with his thinking. And 
given Take-Two's reputation for big bud¬ 
gets and overdue games, Icahn may see 
room for cost savings. 

Both Grand Theft Auto and Red Dead are 

the creations of UieLondon-bom brothers 
Sam and Dan Houser，who started work 
on Red Dead amid Take-Two's turmoil in 
2 曰 05. Gamers might not know Hitchcock, 
Ci 饥 mo, or even Tarantino, but they know 
the Houser brothers. The reclusive lead¬ 
ers of Rockstar Games create cinematic 
takes on American culture. Vice-Presi¬ 
dent Sam, 38, looks like a rock star him¬ 
self with shoulder-length hair, a scruffy 
beard, and sunglasses. Creative director 
Dan, 36, is the opposite, with a shaved 
head and a boyish appearance. 

The Housers declined to comment 
for this article. In the past, however, 
they've made their philosophy clear ： 
We will sell no game before its time. Dan 
Houser summed it up in a May 2008 in¬ 
terview in New York magazine. "F--- aH 
this stuff about casual gaming," he said. 
"I think people still want games that are 
groundbreaking. We always said ： We're 
not going release a large number of 
games. They're going to have the pro¬ 
duction values of movies." 

Much of the work on Red Dead was 
done at Rockstar San Diego, which oc¬ 
cupies an unremarkable office building 
in the suburb of Carlsbad. Rockstar San 
Diego took more than five years to finish 
Red Dead, on a budget that Mike Hickey, 
an analyst at Janco Partners, estimates 
may have exceeded $70 million. 

Some analysis blame ZeJnick for 
being too accommodating of his en 拉 nts 
terribles at Rockstar. " 了 here’s no adult 
supervision over there," says Wedbush’s 
Pachter, a frequent critic. "The Rock¬ 
star guys arc abk" to do whatever they 
want. They should produce a couple of 



Zelnick bet big on Red Dead 


90-rated games in three years ins 化 ad of 
a single 95-ra 比 d r 阱 n 化 1 m six/’ (Ratings 
on mctacritic, a website that aggregrates 
reviews, range from 0 to 100 and have 
become crucial to a title's success.) 

Zelnick counters that he supports the 
Houser brothers’ creative viewpoint. 
Still, he says, "You never, ever want to 
say we do such a great job [that] we 
don’t have to have discipline/' 

In 2009, after four years without a re¬ 
lease^ Red Dead appeared to be one of 
those inspired projects that never gets 
finished, like Duke Nukem Forever, also 
in the Take-Two stable, a much-antici¬ 
pated game that has been in develop¬ 
ment for ill years. Then last November, 
Leslie Benzies，president of Rockstar 、 
Scotland studio, which leads dc^velop- 
ment on the Grand Theft Auto franchise ， 
arrived in San Dkgo to take charge in 
an office off the production floor, from 
which he oversaw 200 employees. 

Months later, in January, people call¬ 
ing themselves spouses of Rockstar em¬ 
ployees in San Diego complained of ter¬ 
rible working conditions. A blog posting 
on the gaming website Gamasutra de¬ 
scribed how employees toiled away in 
their cubicles for !2 hours a day, with 
mandatory Saturdays; a response com¬ 
pared the New York offices to the Eye of 
Sauron that dominates Middle Earth in 
the Lord of the Rings trilogy. 

At the time, Rockstar made light of 
the allegations by creating three down¬ 
loadable computer screen wallpapers 
depicting an all-seeing eye with the 


Rockstar logo. ''This was someone lob¬ 
bing a grenade over the wall and posting 
it publicly," Zelnick says. "Lord knows, 
we make mistakes now and then. In this 
particular instance, we couldn't come up 
with any mistakes that had been made/' 
Red Dead's release continued to be 
pushed back, while Rockstar worked to 
fix more than 200,000 bugs，some of 
them as minor as ihe color of dust. Apr 
27 came and went, but the Manhattan 
billboard with that date on 化一 a three-sto¬ 
ry high advertisement depicting Marston 
with a bandolier around his chest, aiming 
a revolver-remained. 

Janco analyst Hickey estimates that Red 

Dead Redemption wiU break even at 4 mil¬ 
lion copies. Supporting the development 
of the next major epic is another matter. 
The gaming industry, as analyst Pachtel 
suggests, is moving toward less ambitioiB 
projects. With thinner wallc 拉 ， even hard¬ 
core gamers are 妒也 ng choosy. Facebook 
and other platforms are sapping available 
dollars, and hours, with more "casual" 
games selling for $1,99. Then there's the 
increasing payday that celebrity devdap- 
ers like the Housers command. In 2008 
the Housers signed a new deal with Take- 
Two that, in addition to licensing rights, 
gives them a share of profits generated 
from each game they release. That deal ex¬ 
pires injanuary 2012, and Take-Two iikely 
will have to cough up even more to keep 
the Housers from bolting to a rival 
Zelnick won't say whether he's al~ 
ready opened contract negotiations with 
the Housers, though even the possibili¬ 
ty of their defection should be frighten¬ 
ing* [n 2003, when Electronic Arts, the 
maker of Madden NFL, saw its Medal of 
Honor development teams jump ship, 
sales of that franchise tumbled 40 per¬ 
cent. Those teams then produced the Call 
of Duty franchise, which has consistently 
outsold Medal of Honor since their depar¬ 
ture. During E3, the industry buzzed with 
reports that Ac dvision CEO Bobby Kodek 
had hosted the Housers in his box at a con¬ 
cert. Kotick and the Housers did not re¬ 
spond to requests for comment. 

"I do pride myself on creating envi¬ 
ronments that attract and keep the best 
and brightest m the industry," says Zel¬ 
nick. "You can never underestimate the 
blood, sweat, and tears that the creative 
team put in to make it happen. No one 
would have congratulated us on releasing 
Red Dead three months earlier." © 
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Your Trainer Look Like This? 

Forget Pilates. Extreme adventure challenges like Spartan Race are 
b&:oming the rage for white-collar weekend warriors* By Teddy 1¥巧;。技 
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partans，prepare for glory!" bellows a 
、 bearded man in a cape and helmet as 
he paces before more than 1,700 jittery 
aspiring warriors. "No retreat! No surren- 
L der! That is Spartan law. Remember to 

return with your shield - or on 化 。 Then 
he grunts—"Ah-roo!"—and a horde of adrenalized 
hopUtes charges forth with abandon. 

So begins the Brooklyn (N.Y.) installment of Spar - 
tan Race, a 5K sprint that's equal par 化 Medieval 
Times, American Gladiators, and coipcra 比 road race. 
Spartan Race is just one of the extreme adventure 
challenges growing in popularity among young pro¬ 
fessionals, particularly those in finance. The race is 
the creation of 27-year-old Brit Richard Lee，a former 
Royal Marine，and his girlfriend, Montrealer Sdka 
Sevigny. Competitors, who pay entry fees between 
$50 and $70, make their way past a dozen obsta¬ 
cles-including a crawJ under barbed wire and a leap 
through fire-planted throughout the race，which 
]s currently making its inaugural tour through nine 
cities in Canada, the U.S., and Britain. 

The first modern adventure race is generally 
considered to be the 1989 Raid Gauloiscs in New 
Zealand, in which competitors traversed great 
distances by s 打 owshoeing，canieJ riding, and other 
equally practical means of conveyance. Television 
producer Mark Burnett, of Survivor 虹 me ，launched 
an offshoot in 1995, the Eco-Challenge. The event 
was aired by turns on MTV, ESPN, the Discovery 
Channel，and the USA Network for nine years. 
These races, along with the continuing popularity 
of extreme sport 月 ， have offered a third way for pro¬ 
fessionals seeking something more strenuous than 
company softball and less militaristic than paint¬ 
ball, Lee estimates that 60 percent of the more 
than 1 另 ,000 anticipated challengers this year are 
on corporate teams. 


Playing Dirty 


Spartan Race is neither the only adventurous road race nor the weirdest. 
Here are other options for executives bored with their ellipticals. 
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Stefanie Bishop at Spartan Race 


Spartan Race is hardly alone in its at 化 mpt to 
transport white-collar professionals back to heart¬ 
ier, dirtier rimes. In the Warrior Dash series-which 
has courses from Southern California to the North- 
east—partidpants receive a horned "warrior helmet" 
reminiscent ofHagar the Horrible’s. There’s also the 
British Tough Guy race, the arduous Tough Mudder 
series that travels the U.S., and the two-person 
Muddy Buddy race. Their common ingredient? Mud. 
“Corporate life，and life as we know it today，is very 
comfortable；" says Brian Dujicanson, CEO of Spartan 
Race, which is a subsidiary of Peak Races. "People 
may think they have it hard, but it's nothing like how 
hard it used to be；* Or so the theory goes- 

Soil abounds in Brooklyn's Spartan Race, For 
more than three miles, racers overcome irregular¬ 
ly spaced hurdles, a 12-foot-high pile of wood and 
dirt, a horizontal climbing wall, an inclined ramp 
greased with shortening, and-jiLst before the finish 
line-two bare-chested men with jousting sticks. 化 ’s 
messy, but is it really Spartan? ‘Tm a big fan of the 
movie 300, and we were looking for a symbol that 
represented ingenuity, bravery, strength, and the 
will to overcome adversity" says co-founder Sevigiiy. 
"The Spartans were renowned for that." 

The six fastest finishers in Spartan Race—three 
male and three female-receive free admission to 
the forebodingly named Death Race，held in March 
and June in Pittsfield^ Vt. The 24-hour-or-so 10-mile 
course pits racers against a series of bizarre surprise 
challenges intended to tax them mentally as much as 
physically. Before entry, participants are req 山 red to 
sign a waiver with the sobering line: "1 may die/" 
Both the Spartan Race and Death Race are oper¬ 
ated by parent company Peak Races, which is owned 
by Joseph Desena ， 41， a former Wall Street banker 
and the current managing director of portfolio trad¬ 
ing at Pittsfield (VL)-based financial adviser Collins 


**Peoplemay 
thmkthey 
have it hard, 
but it s 
nothing like 
how hard 
iFiisedtob^'' 

saysSparton 
Race CEO 
Duncanson 
































August 30 — September 5,2010 
Bloomberg Businessweek 



lilt me, baby, one more time Climbing a. shorten! ng-greased wall 


Stewart. "Our best analogy to present our message 
is that we are all animals；" Desena says. Visual¬ 
ize this ： You come home one day and your pet is 
watching Oprah, drinking a coffee, toenails paint¬ 
ed, smokiiig a cigarette, and complaining that she 
needs a new mattress. Or you come home and that 
same dog just ran 22 miles chasing a bird，killed it, 
ate it raw, an 过 drank some water. Which animal is 
the normal one?。Desena claims that entrance fees 
to the races allow Peak to "just about break even,” 
but money seems secondary. "There is something 
greater to do than worry about maximum profit" 
he says. "Just ask Bernic Madoff." 

New Yorker Ste 拉 nie Bishop, 27, vice-president 
for equity derivatives at brokerage firm Elevation, 
won the winter Death Race and finished first among 
women, and sixth overall, in the June event. {Spar¬ 
tan Race skews about two-thirds male ； Death Race, 
which rigorously screens admissions and limits par¬ 
ticipation to 100, is even inore testosterone-heavy.) 
To win，Bishop had to submerge herself in an ice- 
broken pond for 45 minutes and drink a gallon of 
milk. "One of the girls was lactose-intolerant,^ she 
recalls. "She put it down pretty quickly, but part 
□fit came up /， 

Another bafflingly cruel Death Race task re¬ 
quired Bishop to bushwhack through mountain¬ 
ous woods carrying a pack filled with $50 worth 
of pennies (about 28 lbs.), 10 lbs. of raw onions, 
and an 8-Ik Greek language primer (for later use in 
translating the sentence "The race is only a quarter 
over，，). In the middle of the woods they were met by 
a crowned man who called himself the Onion King. 
Contestants were forced to chop up the onions in 
l-in.-by-l-in. pieces, sort them into 1-Ib. bags，and 
eat one bag. On the other side of the mountain, they 
had to eat another pound. It could have been worse ： 
During the winter running of the race, contestants 


were given a sequence of eight two-and t!iree-dig- 
it numbers to memorize. After running four miles, 
they had to recite it correctly-or else run back up 
the mountain. 

Bored by triathlons. Bishop prefers wood chop¬ 
ping (she owns an ax) and snaking under her own 
barbed-wire course to doing time at the gym. She 
contends that adventure races have also expand¬ 
ed her business network. "By the time you finish, 
you might have a new group of friends and con¬ 
tacts/' she says. "Ifl have a client who runs 5Ks but 
is not extreme, PH encourage them，and VW do it 
with them. They're always happy about it, and it’s 
a bonding experience for us " 

Ex-U.wS. Marine Alex Fell ， co-founder and drill in¬ 
structor at Warrior Fitness Boot Camp in Manhat¬ 
tan, trained about 50 runners for this yearns Spartan 
Race. "The majority of our clients are in finance，" 
he says, "They have that type-A, real competitive 
personality ； they want to see if they have what it 
takes to survive this kind of training. ’， The reces¬ 
sion may also explain the surging popularity of ad¬ 
venture races. Sara Rouf，an analyst at financial-ser¬ 
vices firm Stone 及 Youngberg, began training with 
Warrior Fitness after she lost her last job because 
of restructuring at JPMorgan Chase. "People who 
work in finance need to have some sort of hungry 
attack-mode challenge every day，，she says of the 
laid-o 斤 bankers who've used newfound dawntime 
to practice crawling beneath barbed wire. 

On the sidelines of Spartan Race, Marines man 
a pull-up bar where Spartans can test their mettle. 
Anyone matching the strongest Marine’s streak of 
30 fuJl-extension pull-ups receives a free T-shirt. No 
one comes close. In one area, at least, the Spartans 
return home in ignominy, and steel themselves for 
battle on Monday morning — in search of another 
form of glory. © 


In the 

itildclleor 


Death 


Race ， 


contes 


are met in 
the woods 
byacrowned 
man who 
calls himself 
the Onion 

























August 30 — September 5» 2010 
Bloomberg Businessweek 


Behavior 


Now 山 ai 旦 number oJ 
companies are ottering 
napping rooms, 
snoozing at work isn't 
so embarrassing 


Sle 

On 


eping 
the Job 


A growing number of companies 
are encouraging employees to 
nap-at work. By Jascha Hoffman 

F rom Thomas Edison and Win¬ 
ston Churchill to Bill Clinton and 
George Gostanza，the nap has had 
many famous champions. And with 
good reason. Ever since sleep scien¬ 
tist David Dinges helped found the 
modem science of napping in the early ’80s at the 
University of Pennsylvania School of Medicine, short 
periods of sleep have been shown to improve alert¬ 
ness, memory, motor skills, decision-making, and 
mood. All while cutting down on stress, careless¬ 
ness, and even heart disease. 

With Americans averaging fewer than seven 
hours of sleep per night-and around 20 percent 
suffering from sleepiness during the day, according 
to a recent Stanford University study-many compa¬ 
nies have turned to the humble nap in an attempt 
to stave off billions in lost productivity each year. 
Following the rise of workplace perks like lactation 
rooms, gyms, and child-care facilities, Nike work¬ 
ers now have access to nap-friendly "q 山 et rooms 巧 
that can also be used for meditation. Google, a fore¬ 
runner in employee perks, has a number of futuris¬ 
tic napping pods scattered throughout its Mountain 
View (Calif.) campus. 

Jawa, a small mobile technology company in 
Scottsdale, Ariz.，has two resting roonis-one with a 
similar pod, the other with an old-fashioned couch- 
that are popular among programmers working long 
hours. Many airlines, including Continental and Brit¬ 
ish Airways, allow pilots to sleep during long interna¬ 
tional flighte while colleagues take over the controls. 
(The practice is prohibited for domestic flights by the 
Federal Aviation Administration,) Other companies, 
such as Ben & Jerry% have no official policy but pro¬ 
vide unofficial space for the practice and don’t bat an 
eye when someone spends an extra half hour snooz¬ 
ing in the massage room. "If you have employees 
working 16-hour days, you want to give them an op¬ 
portunity to take a power nap，" says Melissa Giergin- 
ge。a spokeswoman for jawa. 

Other companies have opted to outsource their 
daytime sleeping solutions. Yelo, a napping spa in 
midtown Manhattan, has provided its services to 
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The Ener^yPod can be rented 
for S795 per month 


1 ^ 


H 畑 rst ， Newsweek, and Time Warner. It offers naps 
in a "cocoon-like" treatment room in which clients 
can adjust aromatherapy, sound, and lighting. A 
20-minute nap goes for $15. (A half-hour "Nap Plus" - 
including a 10-minute foot rub-costs $40.) 

"Over the last few years, there's been a lot of 
focus on exercise and nutrition, but adequate sleep 
\s arguably the most important element of produc¬ 
tivity；" says Christopher Lindholst, co-founder of 
MetroNaps, which markets a napping chair called 
the EnergyPod to such companies as Google ， 
Procter & Gamble, and Cisco Systems. The Ener- 
gyPod，which looks like Pacman with a really long 
tongue, boasts ergonomic support and a built-in 
music system with a headphone jack to eliminate 
background noise. "The Energy Pod is designed to 
provide some privacy, but it's typically installed in 
a tiommon area so you create an environment of 
awareness and acceptance，" says Lindholst. Met- 
roNaps rents its Energy Pod for $795 per month. 

"Tiny naps are much more refreshing than 
people tend to realize/" saidjim Horne, 出 rector of 
the Sluep Research Centre at Loughborough Uni¬ 
versity in England. "A short nap in the afternoon 
will get nd of sleepiness without interfering with 
nighttime sleep." That said, it\s best not to depend 
on napping as a permanent replacement for lost 
sleep. "On occasion it will get you over the hump, 
but whether it gets you back to peak is an open 
question,。says Dr. Roger Rosa, a senior scientist at 
the National Institute for Occupational Safety and 
Health, "if you've lost an hour of your previous 
night’s sleep，a nap may be just the ticket. If you’ve 
been up aU night, it may give you a hangover effect" 
known as "sleep inertia/" 

According to Dr. Sara Mednick, a professor of psy¬ 
chiatry at the University of California at San Diego, 
not all naps are created equal. Mednick believes that 
naps weighted toward different stages of the sleep 
cycle confer different benefits，"If you do physical 
labor, you need more Stage 2 sleep/' says MednicL 
"If you are doing memorization or verbal work* you 
need more slow-wave sleep. And if you do creative or 
visual work, you need more REM sleep." 

Dr. IVlednick has devised an ‘‘Optimized Napping 
Formula" so ambitioiis n 叩 pers can maximize the de¬ 
sired phase of sleep. Napping newbies can purchase a 
device called Zee ($199), which promises to track your 
sleep cycles for you via your brainwaves with a spe¬ 
cial headband. Those looking fora simpler contrap¬ 
tion might prefer the Dream Helmet ($29.95), which 
serves as mask, piHow, and earplugs aJl at once. 

Some researchers arc skeptical about efforts to 
cultivate a given phase of sleep. "On a practical level, 
alia person can choose is how long they sleep , 田 says 
Dr. Rosa. "You can’t change the pace of the sleep 
cycle without sleep deprivation, which would be 
counterproductive；" A strict dozing regimen, such as 
the kind employed by sailboat racers, military pHob ， 
and astronauts, can replace nocturnal sleep alto 供化 - 


Goo^ehas 

anumber 

offatmistic 

resting pods 
throughout 
its campus 


er for a limited time, Leonardo da Vinci experiment¬ 
ed with erratic sleep schedules, but it wasn't until the 
early 1980s that [talian researcher Claudio Stampi in¬ 
vented "polyphasic ultrashort sleep," which breaks 
叩 the day into several equal sections, each of which 
ends with a brief nap. As long as these mini "days" 
arc kept intact, one can then whittle the nap's down 
to as K 托 le as two hours of sleep per 24 hours — at least 
according to research published in Stampi's 1992 
book, Why We Nap. 

Such daring sleep habits are not for everybody. 
"Going ultrashort is like running a marathon or 
climbing Mount Everest/" writes Dr. Mednick in 
her book. Take a Nap! Change Your Life. "You need 
careful training and a generous period of recovery," 
However, the simple 〜 productivity nap" does hold 
an undeniable appeal for time-crunched workers. 
Most sleep experts welcome the consequent uptick 
in nap-friendliness at work, though some are leery 
of its unintended consequences , "化 can get out of 
hand: [f you start encouraging the workforce to sleep 
in the afternoon, you're encouraging them to have 
late nights" says Horne. "Our society is getting more 
used to napping in the workplace* but it is stil 】 seen 
as something that could get you fired." © 


Do，s and Don'ts 
ofDoztaig 


Napping at work has become acceptable at some companies. Yet pulling off 
a "productivity nap" at £hc office isn’t easy. Here are suggestions from sleep 
scientist Dr. Sara Mednick. aiMh 加 of Take a Nap! Change Your Life, 



Twenty 仿 30 m mines is 
aJl you need to reap the 
rewards of midday slumber. 
The best lime is the early 
aJlerncmn when your body is 
tired 印 reserving 

ihe second half of your lunch 
break for shiit-eye. ff your 
einpJoyer doesn’i have a nap 
room, a yoga mat beats a 
bathroom stall, though ihe 
most coraforiabJ<i option 
may be a parked car. 


In the dark our brains 
produce more of the 
sleep‘indudng hormone 
melatonin, so dose the 
blinds, Lum ofl [he 峭 his, 
and consider using a 
sleeping mask. Keep Lhe 
temperature on the warmer 
side. If you must nap sitting 
叩 use a Lravel pillow to 
avoid the dreaded "nap 
nod，" And 加 n’t Ibrgei ui 
mrti oilyour t ： 础 phone ， 


Avoid calfeine tor a few hours 
before a nap. The same goes 
for nicotine, diet pills，and 
antidepressants, Akhough 
alcohol makes k easier in nod 
od during Lhe day，ii inier- 
拉巧 5 wi 山 sleep and should 
also be avoided. Refined 
sugars and carbs may keep 
you up, but meat ， dairy, and 
some nuts have iryptophan, 
which our bodies break down 
into mdaionin. 
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Wealth 


Pockets of Profit in 
Health-Care Stocks 


Invest in 



Kris Jenner of the T 民 owe Price 
Health Sciences Fund on whereto 
find lucrative product pipelines 

H ealth care has historically been 
a defensive sector of the stock 
market. It continues to underper¬ 
form in an environment in which 
many would have predicted it 
would do better This is because 
there’s a lack ofkadership in the household names ： 
Merck, Pfizer, Johnson & Johnson, Medtronic. In the 
next 6 to 12 months, none of these companies will 
be in the early phases of-or about to engage in-im¬ 
portant new product cycles. 

Also, many of these companies have European 
exposure, and health-care budgets around the world 
arc growing at an unsustainable pace. In Europe, 
austerity measures were implemented and compa¬ 
nies absorbed overnight price cuts. The market wor¬ 
ries that could happen in the US. down the road. 

Yet the perception of risk is greater than the real¬ 
ity. The sector’s returns will improve with time. For 
the last decade we’ve been overweight in biotech, 
and that continues. Large-cap stocks Amgen, Cd- 
供 ne, Gilead Sciences, and 团 ogen look as attractive¬ 
ly valued as they’ve been since ] began covering them 
in 1997 The general view is that growth coming from 
these companies will likely be modest, but the market 
is overly discounting their growth prospects. 

That said, my strategy for some time has been 
山 invest in smaJl and midsize companies. We have 
a reasonable sampling of larger companies, includ¬ 
ing Pfizer and Amgen, but the medium market cap of 
fstocks ini our fiind is significantly smaller than the 
average health-care fund. We’re looking to invest in 
innovation and important new medical products. 

One good example is Human Genome Sciences. I 
think they are on the verge of introducing an impor¬ 
tant new medicine for treatment oflupas. The com 
pany has been in existence for some 15 years and it's 
never made money. With the introduction of this 
product, it's on the verge of becoming profitable. 

Another smaller company is Incyte, which is 
bringing an important cancer product to the market 
in 2011. Incyte has been in existence as long as 
Human Genome Sciences and has never been profit¬ 
able. I think that’s about to change. Alexion Pharma- 
ceuticak is increasingly profitable and has an inno¬ 
vative new product for people who suffer from rare 
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genetic diseases. It is the ftmd’s largest holding. 

There are two medicaJ-device companies we’re 
excited about. One, Edwards Lifesden 枕 s，wili soon 
reveal Ja 化 -stage clinical trials for a new heart valve 
technology. For people who have a diseased aortic 
valve, this technology wouldn't require open heart 
surgery. The second, HeartWare IntemadonaL has 
the best technology for what’s called a ventricu¬ 
lar assist device and is basically a heart pump. In a 
world where a substantial number of people have 
heart 拉 i]iire-and there aren't enough heart trans¬ 
plants to go around-there’s going to be a big market 
for this over the next five to seven years. While the 
device isn't available in the U.S. yet, its technology 


looks best in class. O —As- told to Lewis Bniimm 


The State; Jenner, who has an M.D., has managed the T. Rowe Price 
U 削 I 化 Sciences Fund since 2000. The $2.2 bill bn fund has 饥 u the 
h 货 L records in ils c 站巧 ory: a S f 把 rceiu u>uil annualised return, versus 
ihe average h 姑 JLh-care lund s 3巿1 惟 rcent, over the pasi decade. 
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A Calculated 
Sense of Style 


As the financial markets 
collapsed, Kyle Wilkinson doubled 
down on the fashion industry 

K yle Wilkinson’s mother was a fash¬ 
ionable eccentric. A model for 
Geoffrey Beene during the design¬ 
er's 1960s heyday，"She ran around 
Greenwich Village and practiced 
seances，" says Wilkinson. The only 
thing her bohemian worldview had no tolerance 
for were bankers. When Wilkinson entered Chase 
Bank’s training program out of college, in 1985, he 
and his mother "didn’t talk for months. What I was 
doing was anathema to everything she stood fon ，， 
Wall Street wasn’t everything Wilkinson stood 
for, either. Over 20 years, he left to work on start¬ 
ups twice, only to return. By 2008, "I could see the 
whirlwind around me," he says. "I was the oldest guy 
on our desk, and I was very tired /， 

When he left banking for good，the fashion world 
was in a taiLspin. According to consulting firm Bain & 
Co., nearly half of all luxury goods went unsold in the 
fourth quarter of2008. Wilkinson saw an opportuni¬ 
ty ： 'i remembered the theory of comparative advan¬ 
tage. This is one of those situations-designers can sell 
excess goods or last season's fashion, and consum¬ 
ers pay far less than in stores." He decided to s 枯 rt a 
flash sale webshe offering men's goods at discounts to 
a private online community. The model had already 
proven viable; online retailer Gilt Groupe claimed 
打 70 million in revenue for 200 江 

That year Wilkinson founded Urbanbloke with a 
"low- to n 加 -six-figure ，， investment. About half came 
from him, half from friends and family. His first 
vendor, Alara dress shirts, "liked that we were a start¬ 
up and was willing to take a chance," Finding a ware- 
house that took vendor shipments, made quaJity-con- 
tro! checks, matched items with orders, and shipped 
them was an "early feather in the cap/" he says. As of 
June, the site had 10,400 members and partnerships 
with 100-plus companies. Top sellers include Tom 
Ford sunglasses and BedlStii accessories. 

Urbanbloke hired a buyer in February，but Wilkin- 
son’s wife still helps select clothing while his son in¬ 
terns and models between semesters at Wesleyan. 
Although now a "garmento,。Wilkinson says his facil¬ 
ity with numbers is what will steer Urbanbloke into 
the black. "Math is creative," he says. "My vision of 
the world is not my mother’s." © — 邸口 n Bradley 


Former banker 
Kyle Wilki’nsoifs private 
fashion reiail website, 
Urbanbloke, currently 
has more than 
10 诉 00 members 



Alife high-tap 
sneakers 巧轴 on the 
site ； retail price is 
$115) are a top seller 



THE INVESTOR S NEW CLOTHES 


1,000 


Approximate number 
of total transactions 
on the site as of 
mid-August 


$20$375 

Price range for items 
(from Original Penguin 
hats to Joseph Abboud 
suits) on the site 


$ 10,000 

Low end of the 
minimum monthly 
amount it takes to run 
Urbanbloke.com 


150 


Responses to craigslist 
ad to take over the 
intern job Wilkinson's 
son held 
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Travel 


Venice Biennale 


An insider's guide to Venetian 
distractions during the city’s 
big show • 卸 Ondine Cohane 

The appeal of the Venice Biennale is now so power¬ 
ful that the event has officially outgrown its name. 
The exhibition, which drew more than 100,000 vis¬ 
itors last year, is so popular that organizers have 
made k an annual event. A contemporary art show 
is sdll staged in odd-numbered years, and the Venice 
Biennale of Architecture，which begins this week, 
now 枯 kes place in even ones. 

Many of this season’s exhibitions and pavilions 
will focus on sustainable building, including an 
off-site symposium on rethinking energy sources. 
The built environment is an appropriate theme for 
Venice, since the city is undergoing a resurgence as 
new hotels, museums, and stores emerge in deftly 
retrofitted historic buildings. In preparation for the 
festival, which runs through Nov. 21 ， here’s what to 
sec, where to go, and who to talk about. © 

Best View 



According to architect Rem Koolhaas, the 
terrace of il Fondaco 过 ei Tedeschi (Piazza 
San Marco 細 4) "offers views of the 
Grand Canal and Rialto and serves as a rare 
vantage point for Venice’s dense roofscape." 


In-Demand Dining 

A reservation at the 15-tab!e 
Osteria Alle Testiere 
<Sestiere Gastello 5801) is one 
of the toughest in town. Many 
curators book weeks in advance. 



Sweet Tooth Fix 



On Sunday momings, locals cram 
into Pasticceria Tonolo (Sestiere 
Dorsoduro 3764), a veritable museum 
of pastry open since 1 贼 . Art savants 
know this is the place to go for 
cream-filled donuts, or krafen. 

Must-See New 
Museum 




Venice's former Customs House, 
Punta della Dogana (Dorsoduro 2), 
has been transformed by 
architect Tadao Ando into a museum 
for the vast art collection of 
luxury-goods mogul Francois 
Pinault. The museum wilJ stay open 
after hours from Sept. 2-6. 


Livi 


/ingLa 
Dolce Vita 


Luca Molinari, the 
curator for the [tali^n 
pavilion is a fan of the late 
Venetian design impresario 
Carlo Scarpa and his 
influence. See Scarpa's 
modem touch in the garden 
at Foiidazione QuerinI 
Stampalia (Campo Santa 
Maria Formosa Gastello 5252) 
as well as fragments of his 
pavilion in the Biennale’s 
Giardini. After hours ， 
Molinari joins Biennale 
insiders at Osteria ai 
Quattro Ferri (Campo San 
Barnaba 2754/b) in the arty 
Dorsoduro neighborhood. 


Insiderls Take 


San Zaccaria 
Omt 础 



This year’s Biennale 
director, Pritzker Prize 
winner Kazuyo Sejiina 
of Japan，cites 削 h century 
San Zaccaria Church 
(Gastello, Campo San 
Zaccaria)-and its Bellini 
JVf" 麻 " 口。。口 d Child-3s one 
her favorite spots. "When 
1 am working," she says, 

"1 have lunch or dinner at 
Corte Sconta (Calle deJ 
Pcstrin 郎 86), with its 
insidc-autside space, mix 
of locals and attendees, 
and excellent food .，， 
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Thkeo Lr 旦钟 eiio a 打 d 

t ravei like the Venetians 


Sight of Urban Renewal 

The Audi Urban Future Award honors young designers for their bold takes on creating a 
sustainable future (below, "The Travel Belt Bubbles" by Beijing-based Staiidardarchitecture). 
The location where it’s awarded is a must-see. The 14th century Scuola Grande della 
Misericordia (Cannaregio 3599/a> exemplifies Venice’s urban rcinvention. 


— * …一 / - 
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Travel Tip 

A "Venice Connected" 
card (about $75 at 
veniceconnectcdxom) 
gives you unlimited 
public transportation on 
boats as well as discounts at 
key museums like the 
Mtirano Glass Museum. 



Starchitects 
on Parade 


Daniel Uheskmd 



Zaha Madid 


The Danish pavilion 
is chockablock with 
models from master 
designers—induding 
Foster + Partners, Zaha 
Hadid, Rem Koolhaas, 
Daniel Libeskind, and 
Jean Nauvel-in an 
exhibit that looks to 
Copenha 讲 n as a model 
for sustainable urban 
development. 


助 eimale Break 

The best place to rest one’s feet 
during a day of browsing is at the 
psychedelic 2009 Tobias Rchberger- 
dcsigned bar inside Giardini's 
Palazzo dalle Esposizioni. 




Local Ride 

‘、 J 

Leave the overpriced 
gondolas to 
camera-toting tourists. 

Instead, catch a 
tmghet 妨 ， the gondola 
ferries that cross the 
Grand Canal for as 
little as a euro. 

Party Crashers 



Rwanda and Iran 
are among six new 
participants this year. 
(There arc 43 in alL) 
Don’t expect contro¬ 
versial subject matter, 
though. Sophisticated 
jewelry designs are the 
focus of Atelier Rwanda, 
while Iran’s pavilion 
(above) is devoted to the 
Persian garden and its 
paradisiac metaphor. 



Best New Hotel 

The new Palazzina Grassi (San Marco 
3247), with 26 rooms, set between 
two palazzi from the 15th and 16th 
centuries，is designer Phillips Starck’s first 
foray into Italy. The hotel is tucked behind 
the Grassi museum not far from 
San Marco. U，s the perfect 
jumping-o 斤 point for sightseeing. 
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Etc. The Stack 


Botox saias 
阳 pped 削 I 川 lion 
ai the end 
of 2009 



The Old and the Beautiful 


How the boomers’ fear of 
mortality became an $8S billion 
annual industry. By Bess Levin 

H as the image of Suzanne Somers 
having sex at age 94 ever crossed 
your mind? While it’s unusual for 
people just shy of triple digits to 
wake up every morning thinking 
about how healthy and strong their 
bodies feel，and proceed to engage in "wonderful 
sex with [their] 105 year-old husband[s], ，， that's what 
Somers, now 63, sees in her future. 

Could that be your future, too? Of course! All you 
have to do is suspend any disbelief that the actress 
and former Thighmaster shill isn’t an expert on the 
inner workings of the body. Then banish all doubt 
about the soundness of the medical advice she’s re¬ 
peating, and put yourself on a daily hormone regi¬ 
men of over 60 supplements, creams, and injections. 
If thafs a lot to process, don't worry ： It’s all laid out 
in Somers’ manifesto. Breakthrough^ which spent 
nearly four months on the New York Times advice 
books best-seller list. The tome doesn’t put much 


Selling the Fountain 
of Youth ： TIow the 
Anti-Aging Industry 
Made a Disease 
Out of Getting Old- 
Aiid Made Billions 

ByAiiene Wemtraub 
BASIC ROOKS, 

$25.9 目 ， 256 pi>. 
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THE FOUNTAIN 
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stock in the fact that, according to some doctors, 
such a regimen may make your hair fall out，require 
an organ to be removed (admit it ： that gallbladder 
was just taking up space)，or leave you susceptible 
to depression and even cancer. But why should it? 
We’re talking about an opportunity to get carded at 
a bar seven decades past your 21st birthday. 

If you're looking fora more reliable guide to the 
anti-aging revolution, consider Arlene Weintraub's 
SeUing the Fountain of Youths How the Anti-Aging In¬ 
dustry Made a Disease Out of Getting Old-And Made 
Billions. The book, which is based on a cover story 
Weintraub wrote for this magazine in 2006, traces 
the anti-aging industry from its salad days in the 
early "90s to its 串 8S billion-a-year present. Weintraub 
chronicles pharmads 校 mixing up their own concoc¬ 
tions in back rooms, battles between drug compa¬ 
nies and large corporations, and the reincarnation of 
Somers as a poster girl for endless youth. Along the 
way, she shows how one absurd promise - the abil¬ 
ity to stave o 斤 the aging process—became a multi- 
billion-dollar marketing ploy that, according to most 
business measurements, worked like a charm. 

The anti-aging phenomenon started off with un¬ 
derstandable intentions. Baby boomers were get¬ 
ting older and didn't like what they saw or how 
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they felt. So when a study was printed in the Afew 
England Journal of Medicine in 1990 positing that 
human growth hormone (HGH)，previously used to 
treat growth disorders in children, could be iLsed on 
healthy adults to "reverse aging/' people took note- 
and many latched on like junkies. 

In 1993 a number of doctors, notably osteopaths 
Ronald Klatz and Robert Goldman, began injecting 
themselves (forget mice) with HGH> After they ob¬ 
served, among other outcomes, decreases in body 
fat and increases in energy，the cat was out of the 
bag. Paying no attention 化 a medical Establishment 
that saw HGH as exceedingly dangerous and unre¬ 
searched, they and countless jmhators opened clinics 
around the country where patients could pay thou¬ 
sands of dollars to leam how to inject themselves with 
HGH. If hormones were bad for you or caused cancer, 
the duo argued, all teenagers would be dead - twisting 
logic in such a way it's unclear whether they were in¬ 
tellectually dishonest, stupid, or thought their clients 
just didn’t care. Regardless, many 出 dn’L 

Klatz and Goldman launched a "medical society 
called the American Academy of Anti-Aging Medi¬ 
cine (A4M), whose mission it became to promote 
HGH and certify doctors in this exciting and lucrati ve 
new field. Soon after, they w 灯 e holding annual con¬ 
ferences in Vegas, charging $4,000 for procedures 
mainstream science deemed faulty and recommend¬ 
ing diets of hormones to replace those gone ''miss- 
ing" during the aging process. 

While it may not have been good science, it was 
good business. A4M was hardly the first associa¬ 
tion to market the fountain of youth, but by making 
the unattainable seem accessible, it paved die way 
for successive companies-and entire industries—to 
offer their own dose of the same promise. Supermar¬ 
ket aisles now teem with bottles adorned with the 
words "anti-aging; 。 second-tier produce like pome¬ 
granate and acai have become "superfr 山 ts" and 
the foundation of their own billion-doUar business¬ 
es. For men fearing the onset of "male menopause," 
anti-aging hormones and over-the-counter antidotes 
like Viagra and Cialis have helped assuage millions 
ofniidlifc crises- Even botox (one of the movement's 
own creations) descended the age curve 打 on] being 
a subplot on Sex 致 The CAty to one on The Hilts. And 
this is to say nothing of the spate of advice books. 

The anti-agers have all the answers for their crit¬ 
ics. The pharmaceutical companies that fought to 
shut them down? They'd be doing the same thing 
if they could g 到 the patents! Scientists cautioning 
against the serious dangers of this "medical spedal- 
tyM? They're being paid off by Big Pharma! When 
a patient of T*S. Wiley, Suzanne Somers’ favorite 
doctor, complained of extreme bleeding, hair loss. 


Ponce de Leons 
Of the 21st Century 


The anti-aging business has grown into an $8S billion annual 
industry with a multitude of beneficiaries. 


BodyLogIcMD: 

The network ior ^bioidemi 亡 a! hormone 
r 叩 ! acemem doctors" was Jbunded in 2003 
by twins Paul and Patrick Savage after Paul 
lost nearly 90 pounds via hormone injections. 
It now CTversees more than 4€ praakes. 


Su 嫂打 ne Somers ： 

The former sitcom actress and home 
tUness guru c 吕 pitaU 化 d on the a mi-aging 
revoluUtm with \wr buoks llwSexy 
Years, Ageless ： The Naked Tntih About 
Bioideniicai Hotinmes, and Bi'eakliirough. 


Resveratr 。!： 

[Jollywood (Fla.) based FWM Laboratories 
began offering I ree trials oJ the drug bui 
insidiously signed people 叩 ro receive 
automatic shipmen 店 Jor around 明 0 a month 
and made U \1rmally impossiWe to cancel. 


MonaVie ： 

Founded in 2 朋日 , the company 摊 lb a dark 
purple drmk made with 化 e acai berry Ibr 
more than $40 ihai, it says, prorm 化倘 overall 
health and longevity. In 2009 founder 
Dali in Larsen claimed $1 biJIkm in saJes. 
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and insomnia as a result of following the doctor’s 
orders, she was told she was "being ungrateful/^ 
When local pharmacists latched on, having real¬ 
ized the business could free them from the shackles 
of dealing with insurance companies and line their 
pockets big-time, they shot back that those question¬ 
ing their lack of oversight wanted to take away the 
consumers，right to choose. No one was too small to 
be threatened with a slander suit, including Wein- 
traub. (A4M eventually dropped the threat.) 

On the other hand, maybe Wall Street and Detroit 
have something to learn. Botox sales topped $1 billion 
by the end of last year, and anti-aging "institutes" like 
Cenegenics and BodyLogicMD continue to expand 
their client bases by offering what BodyLogjcMD's 
president, Patrick Savage, calls "the perfect exam¬ 
ple of a service you’re not going to give up in a bad 
economy/" With the unemployment rate hovering at 
nearly 10 percent in the U.S., it would be tremen¬ 
dous consolation if older Americans could reenter 
the workforce looking younger than ever. The laws of 
nature, however, still haven’t been repealed. 0 
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Hard Choices 


Lauren Zalaznick 

"I raised my hand to say I wanted 
to take on iVillage.... There was 
a huge debate ； Could a cable lady 
take on this digital thing?" 


The president of NBC Universal Women & 
Lifestyle Entertainment Networks on shaking 
up Bravo and creating her own empire 




n November 2007, NBC Universal acq 山 red 
the Oxygen Network. 1 had been running 
NBCU’s Bravo unit for three years, and the 
onus was now on me to create a new pop 
culture channel in the same house as the one 
where I’d juiit had a long birthing process. 

1 decided to break up my championship team at 
Bravo. We had to rebrand Oxygen within months— 
there were aggressive numbers to hit. The toughest 
decision was where to get the people. I felt I had to 
upset a very stable apple cart. I plucked the absolute 
force behind marketing and digital and moved him 
to the new network. We moved our creative person 
and our head of development. The risk was that, if 
we changed something at Bravo, it might be a house 
of cards. But I felt that going into the marketplace to 
hire would have been a bigger risk. Meanwhile, I was 
managing up to my bosses, saying it's all going great . 
My pitch wa^ that these moves had nothing to do with 
Bravo. Oxygen needed these people. 

As all that was happening，the leader of [female- 
oriented website] iVillage left that role. [ raised my 
hand to say I wanted to take on iVillage and make it 
a stellar asset. [NBCU CEO] jefF Zucker’s answer was, 
"No, you’ve got enough on your plate. Relax, lady" 
There was a huge debate ： Could a cable lady take on 
this digital thing? But [ had a vision for it. I thought 
iVillage was suffering in digital quarantine. It was not 
a social network; it was a high-quality content play. 

The "no" period was a couple of months. The trig¬ 
ger for "yes" was me earning back and saying, "What 
1 really want to do is a sales and marketing initiative 
that rolls up female-centric audiences across the 
entire NBCU portfolio.! want iVillage to be the digital 
anchor." I promised I’d restore and surpass the asset 
value in a couple years. 

They said yes, but there was no tolerance for in¬ 
vestment. We had to dismantle iVillage and rebuild. 
Now, this is a business that has made its numbers for 
the first time and is profitable. Every day is a thousand 
decisions, andyouVegotto own each ane. That's what 
makes you an operator instead of a consultant. © 
—As told to Diane Brady 
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The only good watt 
is a negawa 灯 . 

3 kWh generated 2 kWh distributed Onlyl kWh left for use 



Due to intrinsic inefficiencies, 1 kWh consumed at the point of use requires 3 kWh 
of primary energy created at the power plant. 


What'S a negawatt? The one you didn't use. 


Eco 巧 truxure 


Energy saved is money saved 

Yes, the smart grid is coming, and we can all look forw 身 rd to the innovations 
It will bring. But can we really afford to wait? We need a solution that will 
save us energy totjay while we get ready for the smart 召 rid tomorrow. 

Introducing EcoStruxure: Active Energy Management 子 " 
architecture from Power Plant to Plug … 

EcoStruxure solutions from Schneider Electri。" can reduce your energy 
use by up to 30% right now ， End-use efficiency is where our focus needs 
to be! The percentage of revenue spent on energy by companies could 
reach 30% by 2020. And there is an urgent need to reduce CO 。 emissions, 
especially 身 s energy demand escalates. Energy management is the key — 
the fastest and most effective solution to curb greenhouse gas emissions 
while improving business performance. In fact, by 2030, energy efficiency 
and behavior change will offset more CO^ than all the new wind, solar, and 
alternative energy generation methods combined-* 



EcoStruxure solutions cut energy costs today 
As energy prices continue to climb, every 
kWh of energy you save matters. One kWh 
not consumed at your plug also means 3 kWh 
of primary energy not needed. Today, only 
EcoStruxure Active Energy Management 
architecture can deliver up to 30% energy 
savings across your buildings, industrial 
plants, and data centers. You deserve an 
Efficient Enterprise™! 



Get smarter about energy. 

Receive our FREE white paper. Growing a Green Corporation. 

Visit www.sereply.com Key Code t745w Call S0O-7S9-7O38 or 401 -398-8560 


◎2010 Schneider Bscliic Induslries SAS, AJI R^hts Reserved. Schneider Bectic. EooStmxire. Active Energy Maragennent, and Power Plan! 
to Plug a 巧 owned by Schn^er Bscl-ic, or its allili 目 te。comparies in (he United Slates and olher counlries. All other trademarks are propaiy 
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